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This  Composite  Act  has  been  prepared  to  reflect  the  changes 
made  by  H„R«   1,  "The  Social  Security  Amendments  of  1972,"  in 
the  Social  Security  Act,  pertinent  provisions  of  the  Internal 
Revenue  Code  of  1954,  and  provisions  of  other  laws  relating  to 
the  Social  Security  Act. 

The  materials  used  to  prepare  this  Composite  consist  of  portions 
of  the  Composite  Act  included  in  the  report  of  the  Senate  Finance 
Committee,  Senate  Report  No.  92-1230,  and  a  copy  of  the  engrossed 
bill,  H„R„   1,  presented  to  the  President  for  his  approval. 

This  Composite  consists  of  four  volumes.     Volume  I  contains 
title  II.     Volume  II  contains  title  XVIII.     Volume  III  contains 
title  XI.     Volume  IV  contains  other  titles  of  the  Social  Security 
Act,  pertinent  provisions  of  the  Internal  Revenue  Code  of  1954, 
and  provisions  of  other  laws  relating  to  the  Social  Security  Act 
and  sections  of  H„RC   1  which  have  an  effect  on  the  Social  Security 
Act  but  which  are  not  a  part  of  the  Act. 

In  this  Composite  Act,  provisions  which  will  be  deleted  or  repealed 
are  enclosed  in  boldface  brackets  or  are  stricken  through.  Provi- 
sions which  are  added  are  in  italics,  or  in  larger  size  type  double 
spaced,  or  inserted  in  the  right-hand  margin  of  the  page;  or,  in 
the  case  of  some  extensive  changes,  are  in  roman  type  cut  from  pages 
of  the  enrolled  bill.     In  addition,  all  changes  are  accompanied 
by  a  reference  in  the  left-hand  margin  of  the  page  to  the  appropriate 
section  of  the  amending  bill. 

Section  references  in  the  footnotes,  unless  otherwise  indicated,  are 
to  sections  of  H.R„  1. 
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Are  Disallowed  

Prohibition  Against  Any  Federal  Interference 

Sec.  1801.  Nothing  in  this  title  shall  be  construed  to  authorize  any 
Federal  officer  or  employee  to  exercise  any  supervision  or  control  over 
the  practice  of  medicine  or  the  manner  in  which  medical  services  are 
provided,  or  over  the  selection,  tenure,  or  compensation  of  any  officer 
or  employee  of  any  institution,  agency,  or  person  providing  health 
services ;  or  to  exercise  any  supervision  or  control  over  the  administra- 
tion or  operation  of  any  such  institution,  agency,  or  person. 

Free  Choice  by  Patient  Guaranteed 

Sec.  1802.  Any  individual  entitled  to  insurance  benefits  under  this 
title  may  obtain  health  services  from  any  institution,  agency,  or  per- 
son qualified  to  participate  under  this  title  if  such  institution,  agency, 
or  person  undertakes  to  provide  him  such  services. 

Option  to  Individuals  To  Obtain  Other  Health  Insurance 

Protection 

Sec.  1803.  Nothing  contained  in  this  title  shall  be  construed  to 
preclude  any  State  from  providing,  or  any  individual  from  purchas- 
ing or  otherwise  securing,  protection  against  the  cost  of  any  health 
services. 

Part  A — Hospital  Insurance  Benefits  for  the  Aged  and  Disabled 
Description  of  Program 

Sec.  1811.  The  insurance  program  for  which  entitlement  is  estab- 
lished by  section  226  provides  basic  protection  against  the  costs  of 
hospital  and  related  post-hospital  services  in  ac- 

cordance with  this  part  for  (1)  individuals  who  are  age  65  or  over  and 
are  entitled  to  retirement  benefits  under  title  II  of  this  Act  or  under 
the  railroad  retirement  system  and  (2)  individuals  under  age  65  who 
have  been  entitled  for  not  less  than  24  consecutive  months  to  benefits 


Sec.  1812(a) 


.     .      tinder  title  II  of  this  Act  or  under  the  railroad  retirement  system  on 
§201(a)(z;      the  basis  Qj  a  disunity. 

Scope  of  Benefits 

Sec.  1812.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  under  this  part  shall  consist  of  entitlement  to  have 
payment  made  on  his  behalf  or,  in  the  case  of  payments  referred  to 
in  section  1814(d)  (2)  to  him  (subject  to  the  provisions  of  this  part) 
for — 

(1)  inpatient  hospital  services  for  up  to  150  days  during  any 
spell  of  illness  minus  one  day  for  each  day  of  inpatient  hospital 
services  in  excess  of  90  received  during  any  preceding  spell  of  ill- 
ness (if  such  individual  was  entitled  to  have  payment  for  such 
services  made  under  this  part  unless  he  specifies  in  accordance  with 
regulations  of  the  Secretary  that  he  does  not  desire  to  have  such 
payment  made)  ; 

(2)  post-hospital  extended  care  services  for  up  to  100  days 
during  any  spell  of  illness ;  and 

(3)  post-hospital  home  health  services  for  up  to  100  visits  (dur- 
ing the  one-year  period  described  in  section  1861  (n))  after  the 
beginning  of  one  spell  of  illness  and  before  the  beginning  of  the 
next 

(b)  Payment  under  this  part  for  services  furnished  an  individual 
during  a  spell  of  illness  may  not  (subject  to  subsection  (c) )  be  made 
for-- 

(1)  inpatient  hospital  services  furnished  to  him  during  such 
spell  after  such  services  have  been  furnished  to  him  for  150  days 
during  such  spell  minus  1  day  for  each  day  of  inpatient  hospital 
services  in  excess  of  90  received  during  any  preceding  spell  of 
illness  (if  such  individual  was  entitled  to  have  payment  for  such 
services  made  under  this  part  unless  he  specifies  in  accordance 
with  regulations  of  the  Secretary  that  he  does  not  desire  to  have 
such  payment  made)  ; 

(2)  post-hospital  extended  care  services  furnished  to  him  dur- 
ing such  spell  after  such  services  have  been  furnished  to  him  for 
100  days  during  such  spell ;  or 

(3)  inpatient  psychiatric  hospital  services  furnished  to  him 
after  such  services  have  been  furnished  to  him  for  a  total  of  190 
days  during  his  lifetime. 

(c)  If  an  individual  is  an  inpatient  of  a  psychiatric  hospital  on  the 
first  day  of  the  first  month  for  which  he  is  entitled  to  benefits  under 
this  part,  the  days  on  which  he  was  an  inpatient  of  such  a  hospital  in 
the  150-day  period  immediately  before  such  first  day  shall  be  included 
in  determining  the  number  of  days  limit  under  subsection  (b)  (1)  in- 
sofar as  such  limit  applies  to  (1)  inpatient  psychiatric  hospital  serv- 
ices, or  (2)  inpatient  hospital  services  for  an  individual  who  is  an 
inpatient  primarily  for  the  diagnosis  or  treatment  of  mental  illness 
(but  shall  not  be  included  in  determining  such  number  of  days  limit 
insofar  as  it  applies  to  other  inpatient  hospital  services  or  in  deter- 
mining the  190-day  limit  under  subsection  (b) (3) ) . 


Sec.  1813(a) 


(d)  Payment  under  this  part  may  be  made  for  post-hospital  home 
health  services  furnished  an  individual  only  during  the  one-year  pe- 
riod described  in  section  1861  (n)  following  his  most  recent  hospital 
discharge  which  meets  the  requirements  of  such  section,  and  only  for 
the  first  100  visits  in  such  period.  The  number  of  visits  to  be  charged 
for  purposes  of  the  limitation  in  the  preceding  sentence,  in  connection 
with  items  or  services  described  in  section  1861  (m),  shall  be  deter- 
mined in  accordance  with  regulations. 

(e)  For  purposes  of  subsections  (b),  (c),  and  (d),  inpatient  hos- 
pital services,  inpatient  psychiatric  hospital  services,  post-hospital  ex- 
tended care  services,  and  post-hospital  home  health  services  shall  be 
taken  into  account  only  if  payment  is  or  would  be,  except  for  this  sec- 
tion or  the  failure  to  comply  with  the  request  and  certification  require- 
ments of  or  under  section  1814(a),  made  with  respect  to  such  services 
under  this  part. 

(f )  For  definition  of  "spell  of  illness",  and  for  definitions  of  other 
terms  used  in  this  part,  see  section  1861. 

Deductibles  and  Coinsurance 

Sec.  1813.  (a)(1)  The  amount  payable  for  inpatient  hospital  services 
furnished  an  individual  during  any  spell  of  illness  shall  be  reduced 
by  a  deduction  equal  to  the  inpatient  hospital  deductible  or,  if  less, 
the  charges  imposed  with  respect  to  such  individual  for  such  services, 
except  that,  if  the  customary  charges  for  such  services  are  greater 
than  the  charges  so  imposed,  such  customary  charges  shall  be  con- 
sidered to  be  the  charges  so  imposed.  Such  amount  shall  be  fur- 
ther reduced  by  a  coinsurance  amount  equal  to — 

(A)  one-fourth  of  the  inpatient  hospital  deductible  for  each  day 
(before  the  91st  day)  on  which  such  individual  is  furnished  such 
services  during  such  spell  of  illness  after  such  services  have  been 
furnished  to  him  for  60  days  during  such  spell ;  and 

(B)  one-half  of  the  inpatient  hospital  deductible 
for  each  day  (before  the  day  following  the  last  day  for  which  such 
individual  is  entitled  under  section  1812(a)  (1)  to  have  payment 
made  on  his  behalf  for  inpatient  hospital  services  during  such 
spell  of  illness)  on  which  such  individual  is  furnished  such  serv- 
ices during  such  spell  of  illness  after  such  services  have  been 
furnished  to  him  for  90  days  during  such  spell ; 

except  that  the  reduction  under  this  sentence  for  any  day  shall  not  ex- 
ceed the  charges  imposed  for  that  dav  with  respect  to  such  individual 
for  such  services  (and  for  this  purpose,  if  the  customary  charges  for 
such  services  are  greater  than  the  charges  so  imposed,  such  customary 
charges  shall  be  considered  to  be  the  charges  so  imposed). 

(2)  The  amount  payable  to  any  provider  of  services  under  this  part 
for  services  furnished  an  individual  during  any  spell  of  illness  shall 
be  further  reduced  by  a  deduction  equal  to  the  cost  of  the  first  three 
pints  of  whole  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  defined  under  regulations)  furnished  to  him  as  part  of  such 
services  during  such  spell  of  illness. 
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(3)  The  amount  payable  for  post-hospital  extended  care  services 
furnished  an  individual  during  any  spell  of  illness  shall  be  reduced  by 
a  coinsurance  amount  equal  to  one-eighth  of  the  inpatient  hospital 
deductible  for  each  day  (before  the  101st  day)  on  which  he  is  fur- 
nished such  services  after  such  services  have  been  furnished  to  him  for 
20  days  during  such  spell. 


(b)  (1)  The  inpatient  hospital  deductible  which  shall  be  applicable 
for  the  purposes  of  subsection  (a)  shall  be  $40  in  the  case  of  any  spell 
of  illness  beginning  before  1969. 

(2)  The  Secretary  shall,  between  July  1  and  October  1  of  1968,  and 
of  each  year  thereafter,  determine  and  promulgate  the  inpatient  hos- 
pital deductible  which  shall  be  applicable  for  the  purposes  of  subsec- 
tion (a)  in  the  case  of  any  spell  of  illness  beginning  during  the  suc- 
ceeding calendar  year.  Such  inpatient  hospital  deductible  shall  be  equal 
to  $40  multiplied  by  the  ratio  of  (A)  the  current  average  per  diem  rate 
for  inpatient  hospital  services  for  the  calendar  year  preceding  the 
promulgation,  to  (B)  the  current  average  per  diem  rate  for  such  serv- 
ices for  1966.  Any  amount  determined  under  the  preceding  sentence 
which  is  not  a  multiple  of  $4  shall  be  rounded  to  the  nearest  multiple 
of  $4  (or,  if  it  is  midway  between  two  multiples  of  $4,  to  the  next 
higher  multiple  of  $4).  The  current  average  per  diem  rate  for  any 
year  shall  be  determined  by  the  Secretary  on  the  basis  of  the  best  in- 
formation available  to  him  (at  the  time  the  determination  is  made)  as 
to  the  amounts  paid  under  this  part  on  account  of  inpatient  hospital 
services  furnished  during  such  year,  by  hospitals  which  have  agree- 
ments in  effect  under  section  1866,  to  individuals  who  are  entitled  to 
hospital  insurance  benefits  under  section  226,  plus  the  amount  which 
would  have  been  so  paid  but  for  subsection  (a)  (1)  of  this  section. 

Conditions  of  and  Limitations  on  Payment  for  Services 

Requirement  of  Requests  and  Certifications 

Sec.  1814.  (a)  [Except  as  provided  in  subsection-  (d)]  Except  as 
§226(c)  (  1)    provided  in  subsections  (d)  and  (g)1  and  in  section  1876,2  payment  for 
services  furnished  an  individual  may  be  made  only  to  providers  of 
§227  (b)  (1)     services  which  are  eligible  therefor  under  section  1866  and  only  if — 
(1)  written  request,  signed  by  such  individual,  except  in  cases 

1  Anplles  to  accounting  periods  beginning  after  December  31, 

•  Effective  with  respect  to  services  provided  on  or  after  July  1,  1973. 
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in  which  the  /Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  such  payment  in  such  form,  in  such  manner, 
§281(e)  and  by  such  person  or  persons  as  the  Secretary  may  by  regulation 
prescribe,  no  later  than  the  close  of  the  period  of  3  calendar  years 
following  the  year  in  which  such  services  are  furnished  (deem- 
ing any  services  furnished  in  the  last  3  calendar  months  of  any 
calendar  year  to  have  been  furnished  in  the  succeeding  calendar 
year)  except  that  where  tlie  Secretary  deems  that  efficient  admin- 
istration so  requires,  such  period  may  be  reduced  to  not  less  than  ~/ 
1  calendar  year; , 

(2)  a  physician  certifies  (and  recertifies,  where  such  services 
are  furnished  over  a  period  of  time,  in  such  cases,  with  such  fre- 
quency, and  accompanied  by  such  supporting  material,  appro- 
priate to  the  case  involved,  as  may  be  provided  by  regulations, 
except  that  the  first  of  such  recertifications  shall  be  required  in 
each  case  of  inpatient  hospital  services  not  later  than  the  20th 
day  of  such  period)  that — 

(A)  in  the  case  of  inpatient  psychiatric  hospital  services, 
such  services  are  or  were  required  to  be  given  on  an  inpatient 
basis,  by  or  under  the  supervision  of  a  physician,  for  the 
psychiatric  treatment  of  an  individual;  and  (i)  such  treat- 
ment can  or  could  reasonably  be  expected  to  improve  the 
condition  for  which  such  treatment  is  or  was  necessary  or 
(ii)  inpatient  diagnostic  study  is  or  was  medically  required 
and  such  services  are  or  were  necessary  for  such  purposes ; 

(B)  in  the  case  of  inpatient  tuberculosis  hospital  services, 
such  services  are  or  were  required  to  be  given  on  an  inpatient 
basis,  by  or  under  the  supervision  of  a  physician,  for  the  treat- 
ment of  an  individual  for  tuberculosis;  and  such  treatment 
can  or  could  reasonably  be  expected  to  (i)  improve  the  con- 
dition for  which  such  treatment  is  or  was  necessary  or  (ii) 
render  the  condition  non-communicable ; 

[(C)  in  the  case  of  post-hospital  extended  care  services, 
such  services  are  or  were  required  to  be  given  on  an  inpatient 
basis  because  the  individual  needs  or  needed  skilled  nursing 
care  on  a  continuing  basis  for  any  of  the  conditions  with  re- 
spect to  which  he  was  receiving  inpatient  hospital  services] 

(C)  in  the  case  of  post-hospital  extended  care  services, 
such  services  are  or  were  required  to  be  given  because  the 
individual  needs  or  needed  on  a  daily  basis  skilled  nursing 

s ? Li  (  \  care  (l^ovided  directly  by  or  requiring  the  supervision  of 

s  h-  /  ( &)  skilled  nursing  personnel)  or  other  skilled  rehabilitation 

services,  which  as  a  practical  matter  can  only  be  provided  in 
a  skilled  nursing  facility  on  an  inpatient  basis,  for  any  of 
the  conditions  with  respect  to  which  he  was  receiving  in- 
patient hospital  services,1  (or  services  which  would  constitute 
inpatient  hospital  services  if  the  institution  met  the  require- 
§234(g)(l)  ments  of  paragraphs  (6)  [and  (8)]  and  (9)2  of  section 
1861(e))  prior  to  transfer  to  the  [extended  care  facility] 


1  Applies  with  respect  to  services  furnished  after  December  31,  1972. 
2ADDlles  to  any  "Provider  of  services  for  fiscal  years  (of  such  provider)  beginning  after 
the  fifth  month  following  the  month  of  enactment.  .   .     Q  p 
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skilled  nursing  facility  or  for  a  condition  requiring  such 
extended  care  services  which  arose  after  such  transfer  and 
while  he  was  still  in  the  facility  for  treatment  of  the  condi- 
tion or  conditions  for  which  he  was  receiving  such  inpa- 
tient hospital  services ;  [or] 

(D)  in  the  case  of  post-hospital  home  health  services,  such 
services  are  or  were  required  because  the  individual  is  or 
was  confined  to  his  home  (except  when  receiving  items  and 
services  referred  to  in  section  1861  (m)  (7) )  and  needed  skilled 
nursing  care  on  an  intermittent  basis,  or  physical  or  speech 
therapy,  for  any  of  the  conditions  with  respect  to  which  he 
was  receiving  inpatient  hospital  services  (or  services  which 
would  constitute  inpatient  hospital  services  if  the  institution 
met  the  requirements  of  paragraphs  (6)  [and  (8)]  and  (9)1 
of  1861  (e) )  or  post-hospital  extended  care  services ;  a  plan  for 
furnishing  such  services  to  such  individual  has  been  estab- 
lished and  is  periodically  reviewed  by  a  physician ;  and  such 
services  are  or  were  furnished  while  the  individual  was  under 
the  care  of  a  physician ;  or 

(E)  in  the  case  of  inpatient  hospital  services  in  connection 
with  a  dental  procedure,  the  individual  suffers  from  impair- 
ments of  such  severity  as  to  require  hospitalization ; 2 

(3)  with  respect  to  inpatient  hospital  services  (other  than  in- 

Eatient  psychiatric  hospital  services  and  inpatient  tuberculosis 
ospital  services)  which  are  furnished  over  a  period  of  time,  a 
physician  certifies  that  such  services  are  required  to  be  given  on 
an  inpatient  basis  for  such  individual's  medical  treatment,  or  that 
inpatient  diagnostic  study  is  medically  required  and  such  services 
are  necessary  for  such  purpose,  except  that  (A)  such  certification 
shall  be  furnished  only  in  such  cases,  with  such  frequency,  and 
accompanied  by  such  supporting  material,  appropriate  to  the 
cases  involved,  as  may  be  provided  by  regulations,  and  (B)  the 
first  such  certification  required  in  accordance  with  clause  (A)  shall 
be  furnished  no  later  than  the  20th  day  of  such  period ; 

(4)  in  the  case  of  inpatient  psychiatric  hospital  services,  the 
services  are  those  which  the  records  of  the  hospital  indicate  were 
furnished  to  the  individual  during  periods  when  he  was  receiving 
(A)  intensive  treatment  services,  (B)  admission  and  related  serv- 
ices necessary  for  a  diagnostic  study,  or  (C)  equivalent  services; 

(5)  in  the  case  of  inpatient  tuberculosis  hospital  services,  the 
services  are  those  which  the  records  of  the  hospital  indicate  were 
furnished  to  the  individual  during  periods  when  he  was  receiving 
treatment  which  could  reasonably  be  expected  to  (A)  improve  his 
condition  or  (B)  render  it  noncommunicable ; 

(6)  with  respect  to  inpatient  hospital  services  furnished  such 
individual  after  the  20th  day  of  a  continuous  period  of  such  serv- 
ices and  with  respect  to  post -hospital  extended  care  services  fur- 
nished after  such  day  of  a  continuous  period  of  such  services  as 


1  Applies  to  any  provider  of  services  for  fiscal  years  (of  such  provider)  beginning 
fter  the  fifth  month  following  the  month  of  enactment. 
a  Applies  to  admissions  occurring  after  the  second  month  following  the  month  of 
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may  be  prescribed  in  or  pursuant  to  regulations,  there  was  not  in 
effect,  at  the  time  of  admission  of  such  individual  to  the  hospital 
§278(a)(2)  or  [extended  care  facility]  skilled  nursing  facility,  as  the  case 
may  be,  a  decision  under  section  1866(d)  (based  on  a  finding  that 
utilization  review  of  long-stay  cases  is  not  being  made  in  such 
hospital  or  facility)  ;  and 

(7)  with  respect  to  inpatient  hospital  services  or  post-hospital 
extended  care  services  furnished  such  individual  during  a  continu- 
ous period,  a  finding  has  not  been  made  (by  the  physician  mem- 
bers of  the  committee  or  group,  [as  described  in  section  1861 
§238(a)  (k)  (4)  J  as  described  in  section  1861  ( Jc )  (4) >  including  any  -finding 
made  in  the  course  of  a  sample  or  other  review  of  admissions  to  the 
institution) 1  pursuant  to  the  system  of  utilization  to  review  that 
further  inpatient  hospital  services  or  further  post-hospital  ex- 
tended care  services,  as  the  case  may  be,  are  not  medically  neces- 
sary ;  except  that,  if  such  a  finding  has  been  made,  payment  may 
be  made  for  such  services  furnished  before  the  4th  day  after 
the  day  on  which  the  hospital  or  [extended  care  facility]  skilled, 
nursing  facility,  as  the  case  may  be,  received  notice  of  such 
finding  . 

To  the  extent  provided  by  regulations,  the  certification  and  recertifica- 
tion  requirements  of  paragraph  (2)  shall  be  deemed  satisfied  where, 
at  a  later  date,  a  physician  makes  certification  of  the  kind  provided  in 
subparagraph  (A),  (B),  (C),  or  (D)  of  paragraph  (2)  (whichever 
would  have  applied),  but  only  where  such  certification  is  accompanied 
by  such  medical  and  other  evidence  as  may  be  required  by  such 
regulations. 

[Reasonable  Cost  of  Services]  Amount  Paid  to  Providers' 

(b)  (1)  The  amount  paid  to  any  provider  of  services 

with  respect  to  services  for  which  payment  may  be  made 
under  this  part  shall,  subject  to  the  provisions  of  section  1813,  be — 
[the  reasonable  cost  of  such  services,  as  determined  under  section 
1861 (v)] 

(1)  the  lesser  of  (A)  Ihe  reasonable  cost  of  such  services,  as 
determined  under  section  1861(v),  or  (IJ)  the  customary  charges 
wit  li  respect  to  such  services ;  or 

(2)  if  such  services  are  furnished  by  a  public  provider  of 
§233(a)            services  free  of  charge  or  at  nominal  charges  to  the  public,  the 

amount  determined  on  the  basis  of  those  items  (specified  in  regula- 
tions prescribed  bv  the  Secretary)  included  in  the  determina- 
tion of  such  reasonable  cost  which  the  Secretary  finds  will 
provide  fair  compensation  to  such  provider  for  such  services. 


3  Applies  to  services  furnished  by  hospitals,  skilled  nursing  facilities,  and  home  health 
agencies  in  accounting  periods  beginning  after  December  31,  1972. 
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No  Payments  to  Federal  Providers  of  Services 

(c)  No  payment  may  be  made  under  this  part  (except  under  subsec- 
tion (d) )  to  any  Federal  provider  of  services,  except  a  provider  of 
services  which  the  Secretary  determines  is  providing  services  to  the 
public  generally  as  a  community  institution  or  agency;  and  no  such 
payment  may  be  made  to  any  provider  of  services  for  any  item  or. 
service  which  such  provider  is  obligated  by  a  law  of,  or  a  contract  with, 
the  United  States  to  render  at  public  expense. 

Payments  for  Emergency  Hospital  Services 

(d)  (1)  Payments  shall  also  be  made  to  any  hospital  for  inpatient 
hospital  services  furnished  in  a  calendar  year  by  the  hospital  or 
under  arrangements  (as  defined  in  section  1861  (w) )  with  it,  to  an  indi- 
vidual entitled  to  hospital  insurance  benefits  under  section  226  even 
though  such  hospital  does  not  have  an  agreement  in  effect  under  this 
title  if  (A)  such  services  were  emergency  services,  (B)  the  Secretary 
would  be  required  to  make  such  payment  if  the  hospital  had  such  an 
agreement  in  effect  and  otherwise  met  the  conditions  of  payment  here- 
under, and  (C)  such  hospital  has  elected  to  claim  payments  for  all 
such  inpatient  emergency  services  and  for  the  emergency  outpatient 
services  referred  to  in  section  1835(b)  furnished  during  such  year. 
Such  payments  shall  be  made  only  in  the  amounts  provided  under  sub- 
section (b)  and  then  only  if  such  hospital  agrees  to  comply,  with 
respect  to  the  emergency  services  provided,  with  the  provisions  of 
section  1866(a). 

(2)  Payment  may  be  made  on  the  basis  of  an  itemized  bill  to  an 
individual  entitled  to  hospital  insurance  benefits  under  section  226  for 
services  described  in  paragraph  (1)  which  are  emergency  services  if 
(A)  payment  cannot  be  made  under  paragraph  (1)  solely  because  the 
hospital  does  not  elect  to  claim  such  payment,  and  (B)  such  individual 
files  application  (submitted  within  such  time  and  in  such  form  and 
manner  and  by  such  person,  and  containing  and  supported  by  such 
information  as  the  Secretary  shall  by  regulations  prescribe)  for 
reimbursement. 

(3)  The  amounts  payable  under  the  preceding  paragraph  with 
respect  to  services  described  therein  shall,  subject  to  the  provisions  of 
section  1813,  be  equal  to  60  percent  of  the  hospital's  reasonable  charges 
for  routine  services  furnished  in  the  accommodations  occupied  by  the 
individual  or  in  semiprivate  accommodations  (as  defined  in  section 
1861  (v)  (4) ),  whichever  is  less,  plus  80  percent  of  the  hospital's  rea- 
sonable charges  for  ancillary  services.  If  separate  charges  for  routine 
and  ancillary  services  are  not  made  by  the  hospital,  reimbursement 
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may  be  based  on  two-thirds  of  the  hospital's  reasonable  charges  for  the 
services  received  but  not  to  exceed  the  charges  which  would  have  been 
made  if  the  patient  had  occupied  semiprivate  accommodations.  For 
purposes  of  the  preceding  provisions  of  this  paragraph,  the  term  "rou- 
tine services"  shall  mean  the  regular  room,  dietary  and  nursing  serv- 
ices, minor  medical  and  surgical  supplies,  and  the  use  of  equipment  and 
facilities  for  which  a  separate  charge  is  not  customarily  made;  the 
term  "ancillary  services"  shall  mean  those  special  services  for  which 
charges  are  customarily  made  in  addition  to  routine  services. 

Payment  for  Inpatient  Hospital  Services  Prior  to  Notification  of  Noneligibility 

(e)  Notwithstanding  that  an  individual  is  not  entitled  to  have  pay- 
ment made  under  this  part  for  inpatient  hospital  services  furnished 
by  any  hospital,  payment  shall  be  made  to  such  hospital  (unless  it 
elects  not  to  receive  such  payment  or,  if  payment  has  already  been 
made  by  or  on  behalf  of  such  individual,  fails  to  refund  such  payment 
within  the  time  specified  by  the  Secretary)  for  such  services  which 
are  furnished  to  the  individual  prior  to  notification  to  such  hospital 
from  the  Secretary  of  his  lack  of  entitlement,  if  such  payments  are 
precluded  only  by  reason  of  section  1812  and  if  such  hospital  complies 
with  the  requirements  of  and  regulations  under  this  title  with  respect 
to  such  payments,  has  acted  in  good  faith  and  without  knowledge  of 
such  lack  of  entitlement,  and  has  acted  reasonably  in  assuming  en- 
titlement existed.  Payment  under  the  preceding  sentence  may  not  be 
made  for  the  services  furnished  an  individual  pursuant  to  any  admis- 
sion after  the  6th  elapsed  day  (not  including  as  an  elapsed  day  Satur- 
day, Sunday,  or  legal  holiday)  after  the  day  on  which  such  admission 
occurred. 

[Payment  for  Certain  Emergency  Hospital  Services  Furnished  Outside  the 
United  StatesJ  Payment  for  Certain  Inpatient  Hospital  Services  Furnished 
Outside  the  United  States 1 

[(f)  The  authority  contained  in  subsection  (d)  shall  be  applicable 
to  emergency  inpatient  hospital  services  furnished  an  individual  by 
a  hospital  located  outside  the  United  States  if — 

[(1)  such  individual  was  physically  present  in  a  place  within 
the  United  States  at  the  time  the  emergency  which  necessitated 
such  inpatient  hospital  services  occurred;  and 

[(2)  such  hospital  was  closer  to,  or  substantially  more  accessible 
from,  such  place  than  the  nearest  hospital  within  the  United 
States  which  was  adequately  equipped  to  deal  with,  and  was 
available  for  the  treatment  of,  such  individual's  illness  or  injury  .J 

(f)(1)  PftvmiMil  shall  Ik*  ijiade  for  inpatient  hospital  services  fur- 
nished to  an  individual  entitled  to  hospital  insurance  benefits  under 
section  •J_'f»  by  a  hospital  looted  outside  the  1'nited  Stales,  or  under 
armnpeinents  (as  defined  in  sect  inn  lSfilfw))  with  it,  if — 

(A)  siieli  individual  is  n  irsident  of  the  1'nited  States,  and 
 (H)  such  hospital  was  eloser  to,  or  substantially  more  ncces- 

t  ] .Applies  to  services  furnished  with,  respect  to  admissions  occurring  after  December  31, 
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siblc  from,  the  residence  of  such  individual  t ] i an  (lie  nearest  hos- 
pital within  the  United  Stales  which  was  adequately  equipped 
to  deal  with;  and  was  available  for  the,  treatment  of,  such  indi- 
vidual's illness  or  injury. 

(*2)  Payment  may  also  he  made  for  emergency  inpatient  hospital 
services  furnished  to  an  individual  entitled  to  hospital  insurance  ben- 
efits under  section  -2-2H  bv  a  hospital  located  outside  the  United  States 

if-  ; 

(A)  such  individual  was  physicallv  present — 

(i)  in  n  place  within  the  United  States:  or 

(ii)  at  a  place,  within  Canada  while  traveling  without 
unreasonable  delay  by  the  most  direct  route  (as  determined 
by  the  .Secretary)  between  Alaska  and  another  State: 

nt  the  time  the  emergency  which  necessitated  such  inpatient  hos- 
pital services  occurred,  and 

'(B)  such  hospital  was  closer  to,  or  substantially  more  acces- 
sible from,  such  place  than  the  nearest  hospital  within  the. 
United  States  which  was  adequately. equipped  to  deal  with,  and 
"was  available  for  the  treatment  of,  such  individual's  illness  or 
injury. 

(3)  Payment  shall  be  made  in  the  amount  provided  under  sub- 
section (b)  to  any  hospital  for  the  inpatient  hospital  services 
described  in  paragraph  (1)  or  (ii)  furnished  lo  an  individual  by  the 
hospital  or  under  arrangements  (as  defined  in  section  18GHw))  with 
it  if  (A)  the  Secretary  would  be  required  to  make  such  payment-  if 
the  hospital  had  an  agreement  in  elicet  under  this  title  and  otherwise 
met  the  conditions  of  payment  hereunder.  (B)  such  hospital  elects 
to  claim  such  payment,  and  (C)  such  hospital  agrees  to  comply,  with 
respect  tosueh  services,  with  the  provisions  of  section  lSOG(a). 

(-1)  Payment  for  the  inpatient  hospital  services  described  in  para- 
graph (1)  or  (2)  furnishc1  to  an  individual  entitled  to  hospital  insur- 
ance benefits  under  sect  ion  2i0  may  be  made  on  t  lie  basis  of  an  itemized 
bill  to  such  individual  if  (A)  payment  for  such  services  cannot  be 
made  under  paragraph  (3)  solely  because  the  hospital  does  not  elect 
to  claim  such  payment,  and  (J5)  such  individual  files  application 
(submitted  within  such  time  and  in  such  form  and  manner  and  by 
such  person,  and  continuing  and  supported  by  such  information  as 
the  Secretary  shall  by  regulations  prescribe)  for  reimbursement.  The 
amount  payable  with  respect  to  such  services  shall,  subject  to  the 
provisions  of  section  18].'.  be  equal  to  the  amount  which  would  be  pay- 
able under  subsect  ion  (d)  (3). 

Payment  for  Services  of  a  Physician  liendercd  in  a  Teaching 

Hospital  J* 

"(c)  For  purposes  of  services  for  which  the.  reasonable,  cost  thereof 
§227  (b)  (2)  is  determined  under  section  1801  (v)  (1)  (D),  payment  under  this  part 
shall  be  made  to  such  fund  as  may  be  designated  by  the  organized  medi- 
cal staff  of  the  hospital  in  which  such  services  were  furnished  or,  it 
such  services  were  furnished  in  such  hospital  by  the  faculty  of  a  medi- 
cal school,  to  such  fund  as  may  be  designated  by  such  faculty,  but 
only  if —  

1/  Applies  to  accounting  periods  beginning  after  June  30,  1973 
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(1)  such  hospital  has  an  agreement  with  the  Secretary  under 
section  1SGG,  and 

t2)  the  Secretary  lias  received  written  assurances  that  (  \) 
such  payment  will  be  used  by  such  fund  solely  for  the  improve- 
ment of  care  of  hospital  patients  or  for  educational  or  charitable 
purposes  and  (B)  the  individuals  who  were  furnished  such  serv- 
ices or  any  other  persons  will  not  be  charged  for  such  services  (or 
if  charged,  provision  will  be  made  for  return  of  any  moneys 
incorrectly  collected).  J 

Payment  for  Posthospital  Extended  Care  Services  >  ~ 

(h)  (1)  An  individual  shall  be  presumed  to  require  the  care  spec- 
ified in  subsection  (a)  (2)  (0)  of  this  section  for  purposes  of  making 
payment  to  an  extended  enr-^  facility  (subject  to  the  provisions  of 
section  1812)  for  posthospital  extended  care  services  which  are  fur- 
nished by  such  facility  to  such  individual  if — 

(A)  the  certification  referred  to  in  subsection  (a)(2)(C)  of 
this  section  is  submitted  prior  to  or  at  the  time  of  admission  of 
such  individual  to  such  extended  carft  facility. 

;(P>)  such  certification  slates  that  the  medical  condition  of  the 
individual  isa  condition  designated  in  regulations. 

(C)  such  certification  is  accompanied  by  a  plan  of  treatment 
for  providing  such  services,  and 

(D)  there  is  compliance  with  such  other  requirements  and  pro- 
cedures as  may  be  specified  in  regulations. 

but  only  for  services  furnished  during  such  limited  periods  of  timo 
with  respect  to  such  conditions  of  the  individual  as  may  be  prescribed 
in  regulations  by  the  Secretary,  taking  into  account  the  medical 
severity  of  such  conditions,  the  degree  of  incapacity,  and  the  minimum 
length  of  stay  in  an  institution  generally  needed  for  such  conditions, 
and  such  other  factors  all'ecting  the  type  of  euro  to  bo  provided  as 
tho  Secretary  deems  pertinent. 

(2)  If  the  Secivtary  determines  with  respect  to  a  physician  that 
such  physician  is  submitting  with  some  frequency  (A)  erroneous  cer- 
tifications that  individuals  have  conditions  designated  in  regulations 
ns  provided  in  this  subsection  or  (H)  plans  for  providing  services 
which  are  inappropriate,  the  provisions  of  paragraph  (1)  shall  not 
apply,  nftcr  the  effective  date  of  such  determination,  in  any  case  in 
which  such  physician  submits  a  certification  or  plan  referred  to  in  sub- 
paragraph (A),  (H),or  (C)  of  paragraph  (1). 

Payment  for  Posthospital  Home  Health  Sen-ice 

(i)  (l)  An  individual  shall  be  presumed  to  require  the  services 
specified  in  subsection  (a)  (2)  (D)  of  this  section  for  purposes  of  mak- 
ing payment  to  a  home  health  agency  (subject  to  the.  provisions  of  sec- 
tion 1812)  for  posthospital  home  health  services  furnished  by  such 
agency  to  such  individual  if— 

^(A)  the  certification  and  plan  referred  to  in  subsection  (a)  (2) 


r 


1  Applies  to  admissions  to  skilled  nursing  facilities  initiated  on  or  after  January  1,  1973. 

2  Applies  to  home  health  plans  initiated  on  or  after  January  1,  1973. 
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(D)  of  tliis  section  arc  submitted  in  timely  fashion  prior  to  the 
first  visit  by  such  agency, 

(B)  sucli  certification  slates  that  the  medical  condition  of  the 
individual  is  a  condition  designated  in  regulations,  and 

(C)  there  is  compliance  with  such  other  requirements  and 
procedures  as  may  be  specified  in  regulations, 

but  only  for  services  furnished  during  such  limited  numbers  of  visits 
with  respect  to  sucli  conditions  of  the  individual  as  may  be  prescribed 
in  regulations  by  tlie  Secretary,  talcing  info  account  the.  medical  scver- 
§228(a)  ity  of  such  conditions,  the  degree  of  incapacity,  and  the  minimum 
period  of  home  confinement  generally  needed  for  such  conditions,  and 
such  other  factors  a  fleeting  the  type  of  care  to  be  provided  as  the  Sec- 
retary deems  pertinent. 

(2)  If  the  Secretary  determines  with  respect  to  a  physician  that 
such  physician  is  submitting  with  some  frequency  (A)  erroneous  certi- 
fications that  individuals  have  conditions  designated  in  regulations  as 
provided  in  this  subsection  or  (13)  plans  for  providing  services  which 
are  inappropriate,  the  provisions  of  paragraph  (1)  shall  not  apply, 
after  the  effective  date  of  such  determination,  in  any  case  in  which  such 
physician  submits  a  certification  or  plan  referred  to  in  subparagraph 
(A)  or  (B)  of  paragraph  (1)  ~ 

Payment  to  Providers  of  Services 

Sec.  1815.  The  Secretary  shall  periodically  determine  the  amount 
which  should  be  paid  under  this  part  to  each  provider  of  services  with 
respect  to  the  services  furnished  by  it,  and  the  provider  of  services 
shall  be  paid,  at  such  time  or  times  as  the  Secretary  believes  appro- 
priate (but  not  less  often  than  monthly)  and  prior  to  audit  or  settle- 
ment by  the  General  Accounting  Office,  from  the  Federal  Hospital 
Insurance  Trust  Fund,  the  amounts  so  determined,  with  necessary  ad- 
justments on  account  of  previously  made  overpayments  or  underpay- 
ments; except  that  no  such  payments  shall  be  made  to  any  provider 
unless  it  has  furnished  such  information  as  the  Secretary  may  request 
in  order  to  determine  the  amounts  due  such  provider  under  this  part 
for  the  period  with  respect  to  which  the  amounts  are  being  paid  or 
any  prior  period. 
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Use  of  Public  Agencies  or  Private  Organizations  To  Facilitate 
Payment  to  Providers  of  Services 

Sec.  1816.  (a)  If  any  group  or  association  of  providers  of  services 
wishes  to  have  payments  under  this  part  to  such  providers  made 
through  a  national,  State,  or  other  public  or  private  agency  or  orga- 
nization and  nominates  such  agency  or  organization  for  this  purpose, 
the  Secretary  is  authorized  to  enter  into  an  agreement  with  such 
agency  or  organization  providing  for  the  determination  by  such 
agency  or  organization  ([subject  to]  subject  to  the  provisions  of  sec- 
tion 1878  and  to  1  such  review  by  the  Secretary  as  may  be  provided 
§ 243(b)  for  by  the  agreement)  of  the  amount  of  the  payments  required  pur- 
suant to  this  part  to  be  made  to  such  providers,  and  for  the  making 
of  such  payments  by  such  agency  or  organization  to  such  providers. 
Such  agreement  may  also  include  provision  for  the  agency  or  orga- 
nization to  do  all  or  any  part  of  the  following :  (1)  to  provide  consulta- 
tive services  to  institutions  or  agencies  to  enable  them  to  establish  and 
maintain  fiscal  records  necessary  for  purposes  of  this  part  and  other- 
wise to  qualify  as  hospitals,  extended  care  facilities,  or  home  health 
agencies,  and  (2)  with  respect  to  the  providers  of  services  which  are  to 
receive  payments  through  it  (A)  to  serve  as  a  center  for,  and  com- 
municate to  providers,  any  information  or  instructions  furnished  to  it 
by  the  Secretary,  and  serve  as  a  channel  of  communication  from  pro- 
viders to  the  Secretary;  (B)  to  make  such  audits  of  the  records  of 
providers  as  may  be  necessary  to  insure  that  proper  payments  are  made 
under  this  part;  and  (C)  to  perform  such  other  functions  as  are  neces- 
sary to  carry  out  this  subsection. 

(b)  The  Secretary  shall  not  enter  into  an  agreement  with  any 
agency  or  organization  under  this  section  unless  (1)  he  finds  (A)  that 
to  do  so  is  consistent  with  the  effective  and  efficient  administration  of 
this  part,  and  (B)  that  such  agency  or  organization  is  willing  and  able 
to  assist  the  providers  to  which  payments  are  made  through  it  under 
this  part  in  the  application  of  safeguards  against  unnecessary  utiliza- 
tion of  services  furnished  by  them  to  individuals  entitled  to  hospital 
insurance  benefits  under  section  226,  and  the  agreement  provides  for 
such  assistance,  and  (2)  such  agency  or  organization  agrees  to  furnish 
to  the  Secretary  such  of  the  information  acquired  by  it  in  carrying  out 
its  agreement  under  this  section  as  the  Secretary  may  find  necessary 
in  performing  his  functions  under  this  part. 

(c)  An  agreement  with  any  agency  or  organization  under  this  sec- 
tion may  contain  such  terms  and  conditions  as  the  Secretary  finds 
necessary  or  appropriate,  may  provide  for  advances  of  funds  to  the 
agency  or  organization  for  the  making  of  payments  by  it  under  sub- 
section (a),  and  shall  provide  for  payment  of  so  much  of  the  cost  of 
administration  of  the  agency  or  organization  as  is  determined  by  the 
Secretary  to  be  necessary  and  proper  for  carrying  out  the  functions 
covered  by  the  agreement. 

(d)  If  the  nomination  of  an  agency  or  organization  as  provided  in 
this  section  is  made  by  a  group  or  association  of  providers  of  services, 
it  shall  not  be  binding  on  members  of  the  group  or  association  which 
notify  the  Secretary  of  their  election  to  that  effect.  Any  provider  may, 


1  Applies  to  cost  reports  of  providers  of  services,  as  defined  in  title  XVIII  of  the  Act, 
for  accounting  periods  ending  on  or  after  June  30,  1973. 
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upon  such  notice  as  may  be  specified  in  the  agreement  under  this  sec- 
tion with  an  agency  or  organization,  withdraw  its  nomination  to  re- 
ceive payments  through  such  agency  or  organization.  Any  provider 
which  has  withdrawn  its  nomination,  and  any  provider  which  has 
not  made  a  nomination,  may  elect  to  receive  payments  from  any  agency 
or  organization  which  has  entered  into  an  agreement  with  the  Secre- 
tary under  this  section  if  the  Secretary  and  such  agency  or  organiza- 
tion agree  to  it. 

(e)  An  agreement  with  the  Secretary  under  this  section  may  be 
terminated — 

(1)  by  the  agency  or  organization  which  entered  into  such 
agreement  at  such  time  and  upon  such  notice  to  the  Secretary, 
to  the  public,  and  to  the  providers  as  may  be  provided  in  regula- 
tions, or 

(2)  by  the  Secretary  at  such  time  and  upon  such  notice  to  the 
agency  or  organization,  to  the  providers  which  have  nominated  it 
for  purposes  of  this  section,  and  to  the  public,  as  may  be  provided 
in  regulations,  but  only  if  he  finds,  after  reasonable  notice  and 
opportunity  for  hearing  to  the  agency  or  organization,  that  (A) 
the  agency  or  organization  has  failed  substantially  to  carry  out  the 
agreement,  or  (B)  the  continuation  of  some  or  all  of  the  func- 
tions provided  for  in  the  agreement  with  the  agency  or  organiza- 
tion is  disadvantageous  or  is  inconsistent  with  the  efficient  ad- 
ministration of  this  part. 

(f )  An  agreement  with  an  agency  or  organization  under  this  section 
may  require  any  of  its  officers  or  employees  certifying  payments  or 
disbursing  funds  pursuant  to  the  agreement,  or  otherwise  participating 
in  carrying  out  the  agreement,  to  give  surety  bond  to  the  United  States 
in  such  amount  as  the  Secretary  may  deem  appropriate. 

(g)  (1)  No  individual  designated  pursuant  to  an  agreement  under 
this  section  as  a  certifying  officer  shall,  in  the  absence  of  gross  negli- 
gence or  intent  to  defraud  the  United  States,  be  liable  with  respect  to 
any  payments  certified  by  him  under  this  section. 

(2)  No  disbursing  officer  shall,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  United  States,  be  liable  with  respect  to  any 
payment  by  him  under  this  section  if  it  was  based  upon  a  voucher 
signed  by  a  certifying  officer  designated  as  provided  in  paragraph  (1) 
of  this  subsection. 

(3)  No  such  agency  or  organization  shall  be  liable  to  the  United 
States  for  any  payments  referred  to  in  paragraph  (1)  or  (2) . 

Federal  Hospital  Insurance  Trust  Fund 

Sec.  1817.  (a)  There  is  hereby  created  on  the  books  of  the  Treasury 
of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal  Hos- 
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pital  Insurance  Trust  Fund"  (hereinafter  in  this  section  referred  to  as 
the  "Trust  Fund").  The  Trust  Fund  shall  consist  of  such  gifts  and 
§  132  (d)  bequests  as  may  be  made  as  provided  in  section  201  (i)  (1),  and  1  such 
amounts  as  may  be  deposited  in,  or  appropriated  to,  such  fund  as 
provided  in  this  part.  There  are  hereby  appropriated  to  the  Trust 
Fund  for  the  fiscal  year  ending  June  30,  1966,  and  for  each  fiscal  year 
thereafter,  out  of  any  moneys  in  the  Treasury  not  otherwise  appro- 
priated, amounts  equivalent  to  100  per  centum  of — 

(1)  the  taxes  imposed  by  section  3101(b)  and  3111(b)  of  the 
Internal  Revenue  Code  of  1954  with  respect  to  wages  reported 
to  the  Secretary  of  the  Treasury  or  his  delegate  pursuant  to  sub- 
title F  of  such  Code  after  December  31,  1965,  as  determined  by 
the  Secretary  of  the  Treasury  by  applying  the  applicable  rates  of 
tax  under  such  sections  to  such  wages,  which  wages  shall  be  cer- 
tified by  the  Secretary  of  Health,  Education,  and  Welfare  on  the 
basis  of  records  of  wages  established  and  maintained  by  the  Sec- 
retary of  Health,  Education,  and  Welfare  in  accordance  with  such 
reports;  and 

(2)  the  taxes  imposed  by  section  1401(b)  of  the  Internal  Rev- 
enue Code  of  1954  with  respect  to  self-employment  income  re- 
ported to  the  Secretary  of  the  Treasury  or  his  delegate  on  tax 
returns  under  subtitle  F  of  such  Code,  as  determined  by  the  Secre- 
tary of  the  Treasury  by  applying  the  applicable  rate  of  tax  under 
such  section  to  such  self-employment  income,  which  self-employ- 
ment income  shall  be  certified  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  on  the  basis  of  records  of  self -employment 
established  and  maintained  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  in  accordance  with  such  returns. 

The  amounts  appropriated  by  the  preceding  sentence  shall  be  trans- 
ferred from  time  to  time  from  the  general  fund  in  the  Treasury  to  the 
Trust  Fund,  such  amounts  to  be  determined  on  the  basis  of  estimates 
by  the  Secretary  of  the  Treasury  of  the  taxes,  specified  in  the  preceding 
sentence,  paid  to  or  deposited  into  the  Treasury;  and  proper  adjust- 
ments shall  be  made  in  amounts  subsequently  transferred  to  the  extent 
prior  estimates  were  in  excess  of  or  were  less  than  the  taxes  specified 
in  such  sentence. 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a  body 
to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (hereinafter 
in  this  section  referred  to  as  the  "Board  of  Trustees")  composed  of  the 
Secretary  of  the  Treasury,  the  Secretary  of  Labor,  and  the  Secretary 
of  Health,  Education,  and  Welfare,  all  ex  officio.  The  Secretary  of  the 
Treasury  shall  be  the  Managing  Trustee  of  the  Board  of  Trustees 
(hereinafter  in  this  section  referred  to  as  the  "Managing  Trustee"). 
The  Commissioner  of  Social  Security  shall  serve  as  the  Secretary  of 
the  Board  of  Trustees.  The  Board  of  Trustees  shall  meet  not  less  fre- 
quently than  once  each  calendar  year.  It  shall  be  the  duty  of  the  Board 
of  Trustees  to — 

(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of  April 
of  each  year  on  the  operation  and  status  of  the  Trust  Fund  dur- 


1  Applies  to  gifts  and  bequests  received  after  the  date  of  enactment. 
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ing  the  preceding  fiscal  year  and  on  its  expected  operation  and 
status  during  the  current  fiscal  year  and  the  next  2  fiscal  years ; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small ;  and 

(4)  Review  the  general  policies  followed  in  managing  the  Trust 
Fund,  and  recommend  changes  in  such  policies,  including  neces- 
sary changes  in  the  provisions  of  law  which  govern  the  way  in 
which  the  Trust  Fund  is  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  shall  include  a  statement  of 
the  assets  of,  and  the  disbursements  made  from,  the  Trust  Fund 
during  the  preceding  fiscal  year,  an  estimate  of  the  expected  income 
to,  and  disbursements  to  be  made  from,  the  Trust  Fund  during  the 
current  fiscal  year  and  each  of  the  next  2  fiscal  years,  and  a  statement 
of  the  actuarial  status  of  the  Trust  Fund.  Such  report  shall  be  printed 
as  a  House  document  of  the  session  of  the  Congress  to  which  the  report 
is  made. 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such  por- 
tion of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to  meet 
current  withdrawals.  Such  investments  may  be  made  only  in  interest- 
bearing  obligations  of  the  United  States  or  in  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States.  For  such  pur- 
pose such  obligations  may  be  acquired  (1)  on  original  issue  at  the  issue 
price,  or  (2)  by  purchase  of  outstanding  obligations  at  the  market 
price.  The  purposes  for  which  obligations  of  the  United  States  may  be 
issued  under  the  Second  Liberty  Bond  Act,  as  amended,  are  hereby 
extended  to  authorize  the  issuance  at  par  of  public-debt  obligations  for 
purchase  by  the  Trust  Fund.  Such  obligations  issued  for  purchase  by 
the  Trust  Fund  shall  have  maturities  fixed  with  due  regard  for  the 
needs  of  the  Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the 
average  market  yield  (computed  by  the  Managing  Trustee  on  the  basis 
of  market  quotations  as  of  the  end  of  the  calendar  month  next  preced- 
ing the  date  of  such  issue)  on  all  marketable  interest-bearing  obliga- 
tions of  the  United  States  then  forming  a  part  of  the  public  debt  which 
are  not  due  or  callable  until  after  the  expiration  of  4  years  from  the  end 
of  such  calendar  month ;  except  that  where  such  average  market  yield 
is  not  a  multiple  of  one-eighth  of  1  per  centum,  the  rate  of  interest  on 
such  obligations  shall  be  the  multiple  of  one-eighth  of  1  per  centum 
nearest  such  market  yield.  The  Managing  Trustee  may  purchase  other 
interest-bearing  obligations  of  the  United  States  or  obligations 
guaranteed  as  to  both  principal  and  interest  by  the  United  States,  on 
original  issue  or  at  the  market  price,  only  where  he  determines  that  the 
purchase  of  such  other  obligations  is  in  the  public  interest. 

(d)  Any  obligations  acquired  by  the  Trust  Fund  (except  public- 
debt  obligations  issued  exclusively  to  the  Trust  Fund)  may  be  sold  by 
the  Managing  Trustee  at  the  market  price,  and  such  public-debt  obli- 
gations may  be  redeemed  at  par  plus  accrued  interest. 

(e)  The  interest  on,  and  the  proceeds  from  the  sale  or  redemption 
of,  any  obligations  held  in  the  Trust  Fund  shall  be  credited  to  and 
form  a  part  of  the  Trust  Fund. 

(f )  (1)  The  Managing  Trustee  is  directed  to  pay  from  time  to  time 
from  the  Trust  Fund  into  the  Treasury  the  amount  estimated  by  him 
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as  taxes  imposed  under  section  3101(b)  which  are  subject  to  refund 
under    section  6413(c)  of  the  Internal 

Revenue  Code  of  1954  with  respect  to  wages  paid  after  December  31, 
1965.  Such  taxes  shall  be  determined  on  the  basis  of  the  records  of 
wages  established  and  maintained  by  the  Secretary  of  Health,  Edu- 
cation, and  Welfare  in  accordance  with  the  wages  reported  to  the 
Secretary  of  the  Treasury  or  his  delegate  pursuant  to  subtitle  F  of 
the  Internal  Revenue  Code  of  1954,  and  the  Secretary  of  Health, 
Education,  and  Welfare  shall  furnish  the  Managing  Trustee  such 
information  as  may  be  required  by  the  Managing  Trustee  for  such 
purpose.  The  payments  by  the  Managing  Trustee  shall  be  covered  into 
the  Treasury  as  repayments  to  the  account  for  refunding  internal 
revenue  collections. 

(2)  Repayments  made  under  paragraph  (1)  shall  not  be  available 
for  expenditures  but  shall  be  carried  to  the  surplus  fund  of  the  Treas- 
ury. If  it  subsequently  appears  that  the  estimates  under  such  para- 
graph in  any  particular  period  were  too  high  or  too  low,  appropriate 
adjustments  shall  be  made  by  the  Managing  Trustee  in  future 
payments. 

(g)  There  shall  be  transferred  periodically  (but  not  less  often  than 
once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old-Age 
and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Disability 
Insurance  Trust  Fund  amounts  equivalent  to  the  amounts  not  previ- 
ously so  transferred  which  the  Secretary  of  Health,  Education,  and 
Welfare  shall  have  certified  as  overpayments  (other  than  amounts 
so  certified  to  the  Railroad  Retirement  Board)  pursuant  to  section 
1870(b)  of  this  Act.  There  shall  be  transferred  periodically  (but  not 
less  often  than  once  each  fiscal  year)  to  the  Trust  Fund  from  the 
Railroad  Retirement  Account  amounts  equivalent  to  the  amounts  not 
previously  so  transferred  which  the  Secretary  of  Health,  Education, 
and  Welfare  shall  have  certified  as  overpayments  to  the  Railroad 
Retirement  Board  pursuant  to  section  1870(b)  of  this  Act. 

(h)  The  Managing  Trustee  shall  also  pay  from  time  to  time  from 
the  Trust  Fund  such  amounts  as  the  Secretary  of  Health,  Education, 
and  Welfare  certifies  are  necessary  to  make  the  payments  provided 
for  by  this  part,  and  the  payments  with  respect  to  administrative 
expenses  in  accordance  with  section  201(g)  (1). 

Hospital  Insurance  Benefits  for  Uninsured  Individuals  Not 
Otherwise  Eligible 

Sec.  1818.  (a)  Every  individual  xoho — 

(1)  has  attained  the  age  of  65, 

(2)  is  enrolled  under  part  B  of  this  title, 

(3)  is  a  resident  of  the  United  States,  and  is  eitlier  (A)  a  citi- 
§202                  zen  or  (B)  an  alien  law  fully  admitted  for  permanent  residence 

xoho  has  resided  in  the  United  States  continuously  during  the  5 
years  immediately  preceding  the  month  in  which  he  applies  for 
enrollment  under  this  section,  and 

(4)  is  not  otherwise  entitled  to  benefits  under  this  part, 

shall  be  eligible  to  enroll  in  the  insurance  program  established  by  this 
part. 
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(b)  An  individual  may  enroll  under  this  section  only  in  such  man- 
ner and  form  as  may  be  prescribed  in  regulations,  and  only  during  an 
enrollment  period  prescribed  in  or  under  this  section. 

(c)  The  provisions  of  section  1837  (except  subsection  (/)  thereof), 
section  1838,  subsection  (c)  of  section  1839,  and  subsections  (f)  and 
(h)  of  section  181ft  shall  apply  to  persons  authorized  to  enroll  under 
this  section  except  that — 

(1)  individuals  who  meet  the  conditions  of  subsection  (a)  (1), 
(3),  and  (4)  on  or  before  the  last  day  of  the  seventh  month  after 
the  month  in  which  this  section  is  enacted  may  enroll  under  this 
part  and  (if  not  already  so  enrolled)  may  also  enroll  under  part  B 
during  an  initial  general  enrollment  period  which  shall  begin  on 
the  first  day  of  the  second  month  which  begins  after  the  date  on 
which  this  section  is  enacted  and  shall  end  on  the  last  day  of  the 
tenth  month  after  the  month  in  which  this  Act  is  enacted; 

(2)  in  the  case  of  an  individual  who  first  meets  the  conditions  of 
eligibility  under  this  section  on  or  after  the  first  day  of  the  eighth 
month  after  the  month  in  which  this  section  is  enacted,  the  initial 
enrollment  period  shall  begin  on  the  first  day  of  the  third  month 
before  the  month  in  which  he  first  becomes  eligible  and  shall  end 
7  months  later; 

(3)  in  the  case  of  an  individual  who  enrolls  pursuant  to  para- 
graph (1)  of  this  subsection,  entitlement  to  benefits  shall  begin 
on — 

(A)  the  first  day  of  the  second  month  after  the  month  in 
which  he  enrolls, 

(B)  July  1,1973,  or 

(C)  the  first  day  of  the  first  month  in  which  he  meets  the 
requirements  of  subsection  (a), 

whichever  is  the  latest; 

(4)  termination  of  coverage  under  this  section  by  the  filing  of 
notice  that  the  individual  no  longer  wishes  to  participate  in  the 
hospital  insurance  program  shall  take  effect  at  the  close  of  the 
month  following  the  month  in  which  such  notice  is  filed; 

(5)  am,  individual's  entitlement  under  this  section  shall  ter- 
minate with  the  month  before  the  first  month  in  which  he  becomes 
eligible  for  hospital  insurance  benefits  under  section  226  of  this 
Act  or  section  103  of  the  Social  Security  Amendments  of  1965; 
and  upon  such  termination,  such  individual  shall  be  deemed, 
solely  for  purposes  of  hospital  insurance  entitlement,  to  have  filed 
in  such  first  month  the  application  required  to  establish  such 
entitlement;  and 

(6)  termination  of  coverage  for  supplementary  medical  in- 
surance shall  result  in  simultaneous  termination  of  hospital  insur- 
ance benefits  for  uninsured  individuals  who  are  not  otherwise 
entitled  to  benefits  under  this  Act. 

(d)  (1)  The  monthly  premium  of  each  individual  for  each  month 
in  his  coverage  period  before  July  1974  shall  be  $33. 

(2)  The  Secretary  shall,  during  the  last  calendar  quarter  of  each 
year,  beginning  in  1973,  determine  and  promulgate  the  dollar  amount 
(ivhether  or  not  such  dollar  amount  was  applicable  for  premiums  for 
any  prior  month)  which  shall  be  applicable  for  premiums  for  months 


Sec.  1818 


occurring  in  the  12-month  period  commencing  July  1  of  the  next  year. 
Such  amount  shall  be  equal  to  $33,  multiplied  by  the  ratio  of  (A)  the 
inpatient  hospital  deductible  for  such  next  year,  as  promulgated  under 
section  1813(b)  {2),  to  (B)  such  deductible  promulgated  for  1973. 
Any  amount  determined  under  the  preceding  sentence  which  is  not 
a  multiple  of  $1  shall  be  rounded  to  the  nearest  multiple  of  $1,  or  if 
midway  between  multiples  of  $1  to  the  next  higher  multiple  of  $1. 

(e)  Payment  of  the  monthly  premiums  on  behalf  of  any  individual 
who  meets  the  conditions  of  subsection  (a)  may  be  made  by  any  public 
or  private  agency  or  organisation  under  a  contract  or  other  arrange- 
ment entered  into  between  it  and  the  Secretary  if  the  Secretary  de- 
termines that  payment  of  such  premiums  under  such  contract  or 
arrangement  is  administratively  feasible. 

(/)  Amounts  paid  to  the  Secretary  for  coverage  under  this  section 
shall  be  deposited  in  the  Treasury  to  the  credit  of  the  Federal  Hospital 
Insurance  Trust  Fund. 
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Part  B — Supplementary  Medical  Insurance  Benefits  for  the  Aged 

and  Disabled 

Establishment  of  Supplementary  Medical  Insurance  Program  for 
the  Aged  and  the  Disabled 

Sec.  1831.  There  is  hereby  established  a  voluntary  insurance  pro- 
gram to  provide  medical  insurance  benefits  in  accordance  with  the  pro- 
visions of  this  part  for  [individuals  65  years  of  age  or  over]  aged 
and  disabled  individuals  who  elect  to  enroll  under  such  program,  to  be 
financed  from  premium  payments  by  enrollees  together  with  contri- 
butions from  funds  appropriated  by  the  Federal  Government. 

Scope  of  Benefits 

Sec.  1832.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  established  by  this  part  shall  consist  of — 

(1)  entitlement  to  have  payment  made  to  him  or  on  his  behalf 
(subject  to  the  provisions  of  this  part)  for  medical  and  other 
health  services,  except  those  described  in  paragraph  (2)  (B) ;  and 

(2)  entitlement  to  have  payment  made  on  his  behalf  (subject  to 
the  provisions  of  this  part)  for — 

(A)  home  health  services  for  up  to  100  visits  during  a 
calendar  year ; 

(B)  medical  and  other  health  services  [(other  than  physi- 
cians' services  unless  furnished  by  a  resident  or  intern  of  a 
hospital  and  the  services  for  which  payment  may  be  made 
pursuant  to  section  1835(b)  (2) )]  furnished  by  a  provider  of 
services  or  by  others  under  arrangements  with  them  made  by 
a  provider  oi  services;  [and]  excluding — 

(t)  physician  services  except  where  furnished  by — 
(/)  a  resident  or  intern  of  a  hospital,  or 
(II)  a  physician  to  a  patient  in  a  hospital  which 
has  a  teaching  program  approved  as  specified  in  para- 
§227  (e)(1)  graph  (6)  of  section  1861(b)  (including  services  in 

conjunction  with  the  teaching  programs  of  such  hospital 
whether  or  not  such  patient  is  an  inpatient  of  such 
hospital),  unless  either  clause  (A)  or  (B)  of  paragraph 
(7)  of  such  section  is  met,  and 
(ii)  services  for  which  payment  may  be  made  pursuant 
to  section  1835(b)(2);  and  a 

(C)  outpatient  physical  therapy  [services.]  services,  other 
§251(a)  (4)             tnan  services  to  which  the  next  to  last  sentence  of  section  1861(p) 

applies.2 

(b)  For  definitions  of  "spell  of  illness",  "medical  and  other  health 
services",  and  other  terms  used  in  this  part,  see  section  1861. 


1/  Applies  to  accounting  periods  beginning  after  June  30,  1973. 
2/  Applies  to  services  furnished  on  or  after  July  1,  1973. 
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Payment  of  Benefits 

?fif  ^ec.  1833.  (a)  [Subject  to]  Except  as  provided  in  section  1876,  and 

§2.lo{C)(  )  subject  to1  the  succeeding:  provisions  of  this  section,  there  shall  be 
paid  from  the  Federal  Supplementary  Medical  Insurance  Trust  Fund, 
in  the  case  of  each  individual  who  is  covered  under  the  insurance  pro- 
gram established  by  this  part  and  incurs  expenses  for  services  with 
respect  to  which  benefits  are  payable  under  this  part,  amounts  equal 
to— 

(1)  in  the  case  of  services  described  in  section  1832(a)(1) — 
80  percent  of  the  reasonable  charges  for  the  services;  except 
that  (A)  an  organization  which  provides  medical  and  other  health 
services  (or  arranges  for  their  availability)  on  a  prepayment 
basis  may  elect  to  be  paid  80  percent  of  the  reasonable  cost  of 
services  for  which  payment  may  be  made  under  this  part  on  be- 
half of  individuals  enrolled  in  such  organization  in  lieu  of  80 
percent  of  the  reasonable  charges  for  such  services  if  the  orga- 
nization undertakes  to  charge  such  individuals  no  more  than  20 
percent  of  such  reasonable  cost  plus  any  amounts  payable  by 
them  as  a  result  of  subsection  (b),  [and J  (B)  with  respect  to  ex- 
penses incurred  for  radiological  or  pathological  services  for  which 
payment  may  be  made  under  this  part,  furnished  to  an  inpatient 
of  a  hospital  by  a  physician  in  the  field  of  radiology  or  pathology, 
the  amounts  paid  shall  be  equal  to  100  percent  of  the  reasonable 
charges  for  such  services,  (C)  with  respect  to  expenses  incurred 

for  those  physicians'  services  for  which  payment  may  be  made  un-  I  / 

der  this  part  that  are  described  in  section  1862(a)  (4) ,  the  amounts 
§2 11(c)  (4)  paid  shall  be  subject  to  such  limitations  as  may  be  prescribed  by 

regulations,  and  (D)  with  respect  to  diagnostic  tests  performed  in 
a  laboratory  for  which  payment  is  made  under  this  part  to  the 
§279 (a)  laboratory,  the  amounts  paid  shall  be  equal  to  100  percent  of  the 

negotiated  rate  for  such  tests  (as  determined  pursuant  to  subsec- 
tion (g)  of  this  section),  and 

(2)  in  the  case  of  services  described  in  section  1832(a)  (2) — 

with  respect  to  home  health  services,  a/ 
§299K(a)  100  percent,  and  with  respect  to  other 

services,  80 


1  Applies  to  services  furnished  with  respect  to  admissions  occurring  after  Deicem- 
ber  31,  1972. 

2/  Applies  to  services  provided  on  or  after  July  1,  1973. 

3/  Applies  to  services  furnished  by  home  health  agencies  in  accounting 
periods  beginning  after  December  31,  1972. 


§233(b) 


§251(a)(3) 


percent  of  [of  the  reasonable  cost  of  the  services  (as  determined 
under  section  1861  (v) ).] 

(A)  the  lesser  of  (i)  the  reasonable  cost  of  such  services,  as 
determined  under  section  1861  (v),  or  (ii)  the  customary 
charges  with  respect  to  such  services ;  or 

(B)  if  such  services  are  furnished  by  a  public  provider  of 
services  free  of  charge  or  at  nominal  charges  to^  the  public, 
the  amount  determined  in  accordance  with  section  18U(b) 
(2). 

"(C)  if  such  services  are  services  I o  which  the  next  to  Inst 
sentence  of  section  1801  (p)  applies,  the  reasonable  charges 
for  such  services." 


§204(a) 


(b)  Before  applying  subsection  (a)  with  respect  to  expenses  in- 
curred by  an  individual  during  any  calendar  year,  the  total  amount 
of  the  expenses  incurred  by  such  individual  during  such  year  (which 
would,  except  for  this  subsection,  constitute  incurred  expenses  from 
which  benefits  payable  under  subsection  (a)  are  determinable)  shall 
be  reduced  by  a  deductible  of-jfe^K  except  that  (1)  the  amount  of 
the  deductible  for  such  calendar  year  as  so  determined  shall  first  be 
reduced  by  the  amount  of  any  expenses  incurred  by  such  individual 
in  the  last  three  months  of  the  preceding  calendar  year  and  applied 


J/ 


1/  Applies  to  services  furnished  by  hospitals,  extended  care 
facilities,  and  home  health  agencies  in  accounting  periods 
beginning  after  December  31,  1972. 


2/  Applies  to  services  furnished  on  or  after  July  1,  1973. 


3/  Effective  with  respect  to  calendar  years  after  1972  (except  that, 
for  purposes  of  applying  clause  (1)  of  the  first  sentence  of 
section  1833(b),  the  provisions  of  section  204  of  the  amendments 
are  deemed  to  have  taken  effect  on  January  1,  1972). 
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toward  such  individual's  deductible  under  tins  section  for  such  pre- 
ceding year,  and  (2)  such  total  amount  shall  not  include  expenses 
incurred  for  radiological  or  pathological  services  furnished  to  such 
individual  as  an  inpatient  of  a  hospital  by  a  physician  m  the  field  of 
radiology  or  pathology.  The  total  amount  of  the  expenses  incurred  by 
an  individual  as  determined  under  the  preceding  sentence  shall,  after 
the  reduction  specified  in  such  sentence,  be  further  reduced  by  an 
amount  equal  to  the  expenses  incurred  for  the  first  three  pints  of 
whole  blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as 
defined  under  regulations)  furnished  to  the  individual  during  the 
calendar  year,  except  that  such  deductible  for  such  blood  shall  in 
accordance  with  regulations  be  appropriately  reduced  to  the  extent 
that  there  has  been  a  replacement  of  such  blood  (or  equivalent  quan- 
tities of  packed  red  blood  cells,  as  so  defined)  ;  and  for  such  purposes 
blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  so  defined) 
furnished  such  individual  shall  be  deemed  replaced  when  the  institu- 
tion or  other  person  furnishing  such  blood  (or  such  equivalent  quanti- 
ties of  packed  red  blood  cells,  as  so  defined)  is  given  one  pint  of  blood 
for  each  pint  of  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  so  defined)  furnished  such  individual  with  respect  to  which 
a  deduction  is  made  under  this  sentence. 

(c)  Notwithstanding  any  other  provision  of  this  part,  with  respect 
to  expenses  incurred  in  any  calendar  year  in  connection  with  the  treat- 
ment of  mental,  psychoneurotic,  and  personality  disorders  of  an  indi- 
vidual who  is  not  an  inpatient  of  a  hospital  at  the  time  such  expenses 
are  incurred,  there  shall  be  considered  as  incurred  expenses  for  pur- 
poses of  subsections  (a)  and  (b)  only  whichever  of  the  following 
amounts  is  the  smaller: 

(1)  $312.50,  or 

(2)  62i/£>  percent  of  such  expenses. 

(d)  No  payment  may  be  made  under  this  part  with  respect  to  any 
services  furnished  an  individual  to  the  extent  that  such  individual  is 
entitled  (or  would  be  entitled  except  for  section  1813)  to  have  pay- 
ment made  with  respect  to  such  services  under  part  A. 

(e)  No  payment  shall  be  made  to  any  provider  of  services  or  other 
person  under  this  part  unless  there  has  been  furnished  such  informa- 
tion as  may  be  necessary  in  order  to  determine  the  amounts  due  such 
provider  or  other  person  under  this  part  for  the  period  with  respect  to 
which  the  amounts  are  being  paid  or  for  any  prior  period. 

(f )  (i)  In  the  case  of  the  purchase  of  durable  medical  equipment  in- 
cluded under  section  1861  (s)  (6),  by  or  on  behalf  of  an  individual,  pay- 
ment shall  be  made  in  such  amounts  as  the  Secretary  determines  to  be 
equivalent  to  payments  that  would  have  been  made  under  this  part  had 
such  equipment  been  rented  and  over  such  period  of  time  as  the  Secre- 
tary finds  such  equipment  would  be  used  for  such  individual's  medical 
treatment,  except  that  [with  respect  to  purchases  of  inexpensive  equip- 
ment (as  determined  by  the  Secretary)]  (A)  payment  may  be  made  in 
a  lump  sum  if  the  Secretary  finds  that  such  method  of  payment  is  less 
costly  or  more  practical  than  periodic  payments,  and  (B)  with  respect 

§24 5(d)  to  purchases  of  used  equipment  the  Secretary  is  authorised  to  waive  the 
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20  percent  coinsurance  amount  applicable  under  subsection  (a)  when- 
ever the  purchase  price  of  such  equipment  is  at  least  25  percent  less  than 
the  reasonable  charge  for  comparable  neio  equipment. 

(2)  In  the  case  of  rental  of  durable  medical  equipment,  the  Secre- 
tary may,  pursuant  to  agreements  made  with  suppliers  of  such  equip- 
s?,  meut,  establish  any  reimbursement  procedures  {including  payment  on 

s^5(d)  a  [ump  sum  oas;s  in  neu  0f  prolonged  rental  payments)  which  he  finds 

to  be  equitable,  economical,  and  feasible. 

(g)  With  respect  to  diagnostic  tests  performed  in  a  laboratory  for 
which  payment  is  made  under  this  part  to  the  laboratory,  the  Secre- 
tary is  authorized  to  establish  a  payment  rate  which  is  acceptable  to 
§  2  7  9  (  b)  the  laboratory  and  which  would  be  considered  the  full  charge  for  such 

tests.  Such  negotiated  rate  shall  be  limited  to  an  amount  not^  in  excess 
of  the  total  payment  that  would  have  been  made  for  the  services  in  the 
absence  of  such  a  rate. 

(g)  In  the.  case' of  services  described  in  the  next  to  Jast  sentence 
§251(a)  (2)         °f  section  18Gl(.p),  with  respect  to  'expenses  incurred  in  any  calendar 
year,  no  more  than  $100  shall  be  considered  as  inenned  expenses  for 
purposes  of  subsections  (a)  and  (b). 

Limitation  on  Home  Health  Services 

Sec.  1834.  (a)  Payment  under  this  part  may  be  made  for  home  health 
services  furnished  an  individual  during  any  calendar  year  only  for  100 
visits  during  such  year.  The  number  of  visits  to  be  charged  for  pur- 
poses of  the  limitation  in  the  preceding  sentence,  in  connection  with 
items  and  services  described  in  section  1861  (m),  shall  be  determined 
in  accordance  with  regulations. 

(b)  For  purposes  of  subsection  (a),  home  health  services  shall  be 
taken  into  account  only  if  payment  under  this  part  is  or  would  be, 
except  for  this  section  or  the  failure  to  comply  with  the  request  and 
certification  requirements  of  or  under  section  1835(a),  made  with 
respect  to  such  services. 

Procedure  for  Payment  of  Claims  of  Providers  of  Services 

Sec.  1835.  (a)  Except  as  provided  in  [subsections  (b)  and  (c)] 
§227  (e)  (2)  (A)    subsections  (b),  (a),  and  {e),L  payment  for  services  described  in  sec- 
tion 1832(a)(2)  furnished  an  individual  may  be  made  only  to  pro- 
viders of  services  which  are  eligible  therefor  under  section  1866(a), 
and  only  if — 

[(1)  written  request,  signed  by  such  individual  except  in  cases 
in  which  the  Secretary  linds  it  impracticable  for  the  individual 
to  do  so,  is  tiled  for  such  payment  in  such  form,  in  such  manner, 
within  such  time,  and  by  such  person  or  persons  as  the  Secretary 
may  by  regulations  prescribe;  and] 

(1)  written  request,  signed  by  such  individual,  except  in  cases 
in  which  the  Secretary  finds  it  impracticable  for  the  individual 
to  do  so,  is  filed  for  suck  payment  in  such  form,  in  such  manner 
and  by  such  person  or  persons  as  the  Secretary  may  by  regulation 
§28 1(f)  prescribe,  no  later  than  the  close  of  the  j)eriod  of  3  calendar  years 

following  the  year  in  which  such  services  are  furnished  (deeming 
any  services  f  urnished  in  the  last  3  calendar  months  of  any  cal- 
endar year  to  have  been  furnished  in  the  succeeding  calendar 
year)  except  that,  tohere  the  Secretary  deems  that  efficient  admin- 


1  Applied  to  accounting  periods  beginning  after  JaawMhw  0.1 1  1?Tfl  ^^J  '  ^' 

2/  Applies  to  services  furnished  on  or  after  July  1,  1973, 
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istration  so  requires,  such  period  may  be  reduced  to  not  less  than 
1  calendar  year;  and  1 

(2)  a  physician  certifies  (and  recertifies,  where  such  services  are 
furnished  over  a  period  of  time,  in  such  cases,  with  such  frequency, 
and  accompanied  by  such  supporting  material,  appropriate  to  the 
case  involved,  as  may  be  provided  by  regulations )  that — 

(A)  in  the  case  of  home  health  services  (i)  such  services 
are  or  were  required  because  the  individual  is  or  was  confined 
to  his  home  (except  when  receiving  items  and  services  referred 
to  in  section  1861  (m)  (7) )  and  needed  skilled  nursing  care  on 
an  intermittent  basis,  or  physical  or  speech  therapy,  (ii)  a 
plan  for  furnishing  such  services  to  such  individual  has  been 
established  and  is  periodically  reviewed  by  a  physician;  and 
(iii)  such  services  are  or  were  furnished  while  the  individual 
is  or  was  under  the  care  of  a  physician ; 

(B)  in  the  case  of  medical  and  other  health  services  except 
services  described  in  subparagraphs  (B),  (C),  and  (D)  of 
section  1861  (s)  (2),  such  services  are  or  were  medically  re- 
quired ;  and 

(C)  in  the  case  of  outpatient  physical  therapy  services, 
(i)  such  services  are  or  were  required  because  the  individual 

.     .  needed  physical  therapy  services  £on  an  outpatient  basis],2 

§251(bj(2)  (ii)a  plan  for  furnishing  such  services  has  been  established, 

and  is  periodically  reviewed  by  a  plrysician,  and  (iii)  such 
services  are  or  were  furnished  while  the  individual  is  or  was 
under  the  care  of  a  physician  t 

(J))  in  the  rase  of  outpatient  speech  pathology  services,  (i) 
such  services  are  or  were  required  because  the  individual  needed 
§283(b)  spcecli  pathology  services,  (ii)  a  plan  for  furnishing  such  services  Ayr 

lias  been  established  and  is  periodically  reviewed  by  a  physician, 
and  (iii)  such  services  arc  or  were  furnished  while  (he  individual 
is  or  was  under  the  care  of  a  physician. 


^Applies  In  the  case  of  services  furnished  (or  deemed  to  have  been  furnished)  after 
"  Applies  to  Items  furnished  on  or  after  date  of  enactment. 

3/  Applies  to  services  rendered  after  December  31,  1972. 
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For  purpose  of  this  section,  the  term  "provider  of  services"  shall 
include  a  clinic,  rehabilitation  agency,  or  public  health  agency  if,  in 
the  case  of  a  clinic  or  rehabilitation  agency,  such  clinic  or  agency  meets 
the  requirements  of  section  1861  (p)  (4)  (A),  or  if,  in  the  case  of  a 
public  health  agency,  such  agency  meets  the  requirements  of  section 
1861  (p)  (4)  (B),  but  only  with  respect  to  the  furnishing  of  outpatient 
physical  therapy  services   as  therein  defined  ? 


To  the  extent  provided  by  regu- 
lations, the  certification  and  recertification  requirements  of  paragraph 
(2)  shall  be  deemed  satisfied  where  at  a  later  date,  a  physician  makes  a 
certification  of  the  kind  provided  in  subparagraph  (A)  or  (B)  of 
paragraph  (2)  (whichever  would  have  applied),  but  only  where  such 
certification  is  accompanied  by  such  medical  and  other  evidence  as 
may  be  required  by  such  regulations. 

(b)  (1)  Payment  may  also  be  made  to  any  hospital  for  services 
described  in  section  1861  (s)  furnished  as  an  outpatient  service  by  a 
hospital  or  by  others  under  arrangements  made  by  it  to  an  individual 
entitled  to  benefits  under  this  part  even  though  such  hospital  does 
not  have  an  agreement  in  effect  under  this  title  if  (A)  such  services 
were  emergency  services,  (B)  the  Secretary  would  be  required  to 
make  such  payment  if  the  hospital  had  such  an  agreement  in  effect 
and  otherwise  met  the  conditions  of  payment  hereunder,  and  (C^ 
such  hospital  has  made  an  election  pursuant  to  section  1814(d)  (1)  (C) 
with  respect  to  the  calendar  year  in  which  such  emergency  services 
are  provided.  Such  payments  shall  be  made  only  in  the  amounts 
provided  under  section  1833(a)(2)  and  then  only  if  such  hospital 
agrees  to  comply,  with  respect  to  the  emergency  services  provided, 
with  the  provisions  of  section  1866  (a) . 

(2)  Payment  may  also  be  made  on  the  basis  of  an  itemized  bill  to 
an  individual  for  services  described  in  paragraph  (1)  of  this  sub- 
section if  (A)  payment  cannot  be  made  under  such  paragraph  (1) 
solely  because  the  hospital  does  not  elect,  in  accordance  with  section 
1814(d)  (1)  (C),  to  claim  such  payments  and  (B)  such  individual  files 
application  (submitted  within  such  time  and  in  such  form  and  man- 
ner, and  containing  and  supported  by  such  information  as  the  Sec- 
retary shall  by  regulations  prescribe)  for  reimbursement.  The  amounts 
payable  under  this  paragraph  shall,  subject  to  the  provisions  of  sec- 
tion 1833,  be  equal  to  80  percent  of  the  hospital's  reasonable  charges 
for  such  services. 

(c)  Notwithstanding  the  provisions  of  this  section  and  sections 
1832,  1833,  and  1866(a)  (1)  (A),  a  hospital  may,  subject  to  such  limi- 
tations as  may  be  prescribed  by  regulations,  collect  from  an  individual 
the  customary  charges  for  services  specified  in  section  1861  (s)  and 
furnished  to  him  by  such  hospital  as  an  outpatient,  tout  onlv  if  such 
charges  for  such  services  do  not  exceed  $5^      ^  ^  .y  ^ 

for  such  services  do  not  exceed  the  applicable  supplementary  medical  in- 

§204b  surance  deductible,1  ,      ,       ,  i.  „„,«,«, 

,  and  such  customary  charges 

shall  be  regarded  as  expenses  incurred  by  such  individual  with  respect 
to  which  benefits  are  payable  in  accordance  with  section  1833(a)  m. 
Payments  under  this  title  to  hospitals  which  have  elected  to  make 
collections  from  individuals  in  accordance  with  the  preceding  sentence 
shall  be  adjusted  periodically  to  place  the  hospital  in  the  same  position 
1/  Effective  with  respect  to  calendar  years  after  1972  (except  that , 
"    for  purposes  of  applying  clause  (1)  of  the  first  sentence  of 

£s:ctPionP1833(b)5  ^provisions  of  section  204  of  the  amendxnents 
are  deemed  to  have  taken  effect  on  January  1,  1972). 
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it  would  have  been  had  it  instead  been  reimbursed  in  accordance  with 
section  1833(a)  (2). 

(d)  No  payment  may  be  made  under  this  part  to  any  Federal  pro- 
vider of  services  or  other  Federal  agency,  except  a  provider  of  services 
which  the  Secretary  determines  is  providing  services  to  the  public 
generally  as  a  community  institution  or  agency ;  and  no  such  payment 
may  be  made  to  any  provider  of  services  or  other  person  for  any  item 

5227(e)  (2)  (b)    or  service  which  such  provider  or  person  is  obligated  by  a  law  of,  or 
a  contract  with,  the  United  States  to  render  at  public  expense. 

(e)  For  purposes  of  services  (1)  which  are  inpatient  hospital  serv- 
ices by  reason  of  paragraph  (7)  of  section  1861(b)  or  for  which  en- 
titlement exists  by  reason  of  clause  (II)  of  section  1832(a)  (2)  (B)  (i), 
and  (2)  for  ichich  the  reasonable  cost  thereof  is  determined  under 
section  1861  (v)  (1)  (D),  payment  under  this  part  shall  be  made  to  such 
fund  as  may  be  designated  by  the  organized  medical  staff  of  the  hospi- 
tal in  which  such  services  were  furnished  or,  if  such  services,  were 
furnished  in  such  hospital  by  the  faculty  of  a  medical  school,  to  such 
fund  as  may  be  de-'dgrmted  by  such  faculty,  but  only  if  1 — 

(1)  such  hospital  has  an  agreement  with  the  Secretary  under 
section  1866,  and 

(2)  the  Secretary  has  received  written  assurances  that  (A)  such 
payment  will  be  used  by  such  fund  solely  for  the  improvement  of 
care  to  patients  in  such  hospital  or  for  educational  or  charitable 
purposes  and  (B)  the  individuals  who  were  furnished  such  serv- 
ices or  any  other  persons  will  not  be  charged  for  such  services  ( or 
if  charged  provision  will  be  made  for  return  for  any  moneys  in- 
correctly collected). 

Eligible  Individuals 

Sec.  1836.  Every  individual  who — 
[  ( 1 )  has  attained  the  age  of  65,  and 

[(2)  (A)  is  a  resident  of  the  United  States,  and  is  either  (i)  a 
citizen  or  (ii)  an  alien  lawfully  admitted  for  permanent  residence 
who  has  resided  in  the  United  States  continuously  during  the  5 
years  immediately  preceding  the  month  in  which  he  applies  for 
enrollment  under  this  part,  or  (B)  is  entitled  to  hospital  insurance 
benefits  under  part  A, 
[is  eligible  to  enroll  in  the  insurance  program  established  by  this  part.] 

(1)  is  entitled  to  hospital  insurance  benefits  under  part  A,  or 

(2)  has  attained  age  65  and  is  a  resident  of  the  United  States, 
and  is  either  (A)  a  citizen  or  (B)  an  alien  lawfully  admitted  for 

§  2  0 1  (  c)  (  1)  permanent  residence  who  has  resided  in  the  United  States  continu- 

ously during  the  5  years  immediately  preceding  the  month  in 
which  he  applies  for  enrollment  under  this  part, 
is  eligible  to  enroll  in  the  insurance  program  established  by  this  part. 

Enrollment  Periods 

Sec.  1837.  (a)  An  individual  may  enroll  in  the  insurance  program 
established  by  this  part  only  in  such  manner  and  form  as  may  be 

1  Applies  to  accounting  periods  beginning  after 
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prescribed  by  regulations,  and  only  during  an  enrollment  period 
prescribed  in  or  under  this  section. 

[(b)  (1)  No  individual  may  enroll  for  the  first  time  under  this  part 
unless  he  does  so  in  a  general  enrollment  period  (as  provided  in  sub- 
section (e) )  which  begins  within  3  years  after  the  close  of  the  first  en- 
rollment period  during  which  he  could  have  enrolled  under  this  part. 

[(2)  An  individual  whose  enrollment  under  this  part  has  termi- 
nated may  not  enroll  for  the  second  time  under  this  part  unless  he 
does  so  in  a  general  enrollment  period  (as  provided  in  subsection  (e) ) 
which  begins  within  3  years  after  the  effective  date  of  such  termina- 
tion. No  individual  may  enroll  under  this  part  more  than  twice.] 
§260  (b)  No  individual  may  enroll  under  this  part  more  than  twice. 

(c)  In  the  case  of  individuals  who  first  satisfy  [paragraphs  (1) 
and]  paragraph  (1)  or  (2)  of  section  1836  before  March  1,  1966,  the 

§201(c)  (2)  (A)  initial  general  enrollment  period  shall  begin  on  the  first  day  of  the 
second  month  which  begins  after  the  date  of  enactment  of  this  title 
and  shall  end  on  May  31,  1966.  [For  purposes  of  this  subsection  and 
subsection  (d),  an  individual  who  satisfies  paragraph  (2)  of  section 
1836  solely  by  reason  of  subparagraph  (B)  thereof  shall  be  treated 
as  satisfying  such  paragraph  (2)  on  the  first  day  on  which  he  is  (or 
on  filing  application  would  be)  entitled  to  hospital  insurance  benefits 
under  part  A.]  For  purposes  of  this  subsection  and  subsection  (d),  an 
individual  who  has  attained  age  65  and  who  satisfies  paragraph  (1) 
of  section  1836  but  not  paragraph  (2)  of  such  section  shall  be  treated 
§201(c)(2)(B)  as  satisfying  such  paragraph  (/)  on  the  first  day  on  which  he  is  (or 
on  filing  application  woidd  have  been)  entitled  to  hospital  insurance 
benefits  under  part  A. 

(d)  In  the  case  of  an  individual  who  first  satisfies  [paragraphs  (1) 
§201(c)  (2)  (C)  and  (2)]  paragraph  (1)  or  (2)  of  section  1836  on  or  after  March  1, 

1966,  his  initial  enrollment  period  shall  begin  on  the  first  day  of  the 
third  month  before  the  month  in  which  he  first  satisfies  such  para- 
graphs and  shall  end  seven  months  later.  Where  the  Secretary  finds 
that  an  individual  who  has  attained  a<?e  65  failed  to  enroll  under  this 
part  during  his  initial  enrollment  period  (based  on  a  determination  by 
the  Secretary  of  the  month  in  which  such  individual  attained  age  65), 
because  such  individual  (relying  on  documentary  evidence)  was  mis- 
taken as  to  his  correct  date  of  birth,  the  Secretary  shall  establish  for 
such  individual  an  initial  enrollment  period  based  on  his  attaining 
age  65- at  the  time  shown  in  such  documentary  evidence  (with  a  cover- 
age period  determined  under  section  1838  as  though  he  had  attained 
such  age  at  that  time).  . 

(e)  There  shall  be  a  general  enrollment  period,  after  the  period 
described  in  subsection  (c),  during  the  neriod  bpfrinninar  on  January  1 
and  ending  on  March  31  of  each  year  beginning  with  1969. 


(f)  Any  individual — 

1'  (1)  who  is  eligible  under  section  1836  to  enroll  in  the  medical 
insurance  program  by  reason  of  entitlement  to  hospital  insurance 
benefits  ns  described  in  paragraph  (1)  of  such  section,  and 

(2)  whose  initial  enrollment  period  under  subsection  (d) 
begins  after  March  31,  1070,  and 

(3)  who  is  residing  in  the  United  States,  exclusive  of  Puerto 
liico, 

shall  be  deemed  to  have  enrolled  in  the  medical  insurance  program 
established  by  this  part. 

(g)  All  of  the  provisions  of  this  section  shall  apply  to  individuals 
satisfying  subsection  (f).  except  that — 

(])  in  the  case  of  an  individual  who  satisfies  subsection  (f) 
by  reason  of  entitlement  to  disability  insurance  benefits  described 
in  section  22Gfa)  (2)  (li),  Ids  initial  enrollment  period  shall 
begin  on  the  first  day  of  the  later  of  (A)  April  1*073  or  (H) 
the  third  month  before  the  2*<th  consecutive  month  of  such 
entitlement,  and  shall  reoccur  with  each  continuous  period  of  eli- 
gibility (as  defined  in  section  1830(e))  and  upon  attainment  of 
age  G.5: 

(•2)  (A)  in  the  case  of  an  individual  who  is  entitled  to  monthly 
benefits  under  section  202  or  223  on  the  first  day  of  his  initial 
enrollment  period  or  becomes  entitled  to  monthly  benefits  under 
section  2f»2  during  the  first  3  months  of  such  period,  his  eni-oll- 
ment  shall  be  deemed  to  have  occurred  in  the  third  month  of  his 
initial  enrollment  period,  and 

'(B)  in  the  case  of  an  individual  who  is  not  entitled  to  bene- 
fits under  section  202  on  the  first  day  of  his  initial  enrollment 
period  and  dr>cs  not  become  so  entitled  during  the  first  3  mo'.tlis 
of  such  period,  his  enrollment  shall  l>e  deemed  to  have  occurred  in 
the  month  in  which  he  files  the  application  establishing  his  entitle- 
ment to  hospital  insurance  benefits  provided  such  filing  occurs 
during  the  last  4  months  of  his  initial  enrollment  period:  and 

(3)  in  the  case  of  an  individual  who  would  otherwise  satisfy 
subsection  (f )  but  does  not  establish  his  entitlement  to  hospital 
insurance  benefits  until  after  the  last  day  of  his  initial  enroll- 
ment period  (as  defined  in  subsection  (d)  of  this  section),  his 
enrollment  shall  be  deemed  to  have  occurred  on  the  first  day  of 
the  earlier  of  the  then  current  or  immediately  succeeding  general 
enrollment  period  (as  defined  in  subsection  (c)  of  this  section). 


(A)  /n  ony  case  tohere  the  Secretary  finds  that  an  individual's 
enrollment  or  nonenrollment  in  the  insurance  program  established  by 
this  part  or  part  A  pursuant  to  section  1818  is  unin- 

tentional, inadvertent,  or  erroneous  and  is  the  result  of  the  error,  mis- 
§2  59  (a)  representation,  or  inaction  of  an  officer,  employee,  or  agent  of  the 

Federal  Government,  or  its  instrumentalities,  the  Secretary  may  take 
such  action  (including  the  designation  for  such  individual  of  a  special 
initial  or  subsequent  enrollment  period,  with  a  coverage  period  de- 
termined on  the  basis  thereof  and  with  appropriate  adjustments  of 
premiums)  as  may  be  necessary  to  correct  or  eliminate  the  effects  of 
such  error,  misrepresentation,  or  inaction.1 

Coverage  Period 

Sec.  1838.  (a)  The  period  during  which  an  individual  is  entitled  to 
benefits  under  the  insurance  program  established  by  this  part  (herein- 
after referred  to  as  his  "coverage  period")  shall  begin  on  whichever 
of  the  following  is  the  latest : 

(1)  [July  1,  1966]  July  1,  1966  or  (in  the  case  of  a  disabled 
individual  who  has  not  attained  age  65)  July  1, 1973,  or 
1201(c)(3)(A)   

i  Effective  as  of  July  1,  1966. 
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(2)  (A)  in  the  case  of  an  individual  who  enrolls  pursuant  to 
subsection  (d)  of  section  1837  before  the  month  in  which  he  first 
satisfies  [paragraphs  (1)  and  (2)]  paragraph  (1)  or  (2)  of  sec- 
tion 1836,  the  first  day  of  such  month,  or 

(B)  in  the  case  of  an  individual  who  enrolls  pursuant  to  such 
subsection  (d)  in  the  month  in  which  he  first  satisfies  such  para- 
graph^], the  first  day  of  the  month  following  the  month  in 
which  he  so  enrolls,  or 

(C)  in  the  case  of  an  individual  who  enrolls  pursuant  to  such 
subsection  (d)  in  the  month  following  the  month  in  which  he  first 
satisfies  such  paragraphias],  the  first  day  of  the  second  month 
following  the  month  in  which  he  so  enrolls,  or 

(D)  in  the  case  of  an  individual  who  enrolls  pursuant  to  such 
subsection  (d)  more  than  one  month  following  the  month  in  which 
he  satifies  such  paragraph[s],  the  first  day  of  the  third  month 
following  the  month  in  which  he  so  enrolls,  or 

(E)  in  the  case  of  an  individual  who  enrolls  pursuant  to  sub- 
section (e)  of  section  1837,  the  July  1  following  the  month  in 
which  he  so  enrolls* 

(3)  (A)  in  the  cast*  of  an  individual  who  is  doomed  to  have 
enrolled  on  or  Wore  the  last  day  of  the  third  month  of  his  initial 
enrollment  period,  the  fust  day  of  the  month  in  which  lie  fir^t 
Hippls  the  applicable  requirements  of  section  1S3G  or  July  1,  1073, 
whichever  is  later,  or 

•(H)  in  the  case  of  an  individual  who  is  doomed  (o  have 
enrolled  on  or  after  the  first  day  of  the  fourth  month  of  his  initial 
enrollment  period,  as  proscriliod  under  sti  I  >pant  graphs  (J»),  (C), 
())).  and  (K)  of  paragraph  (2)  of  this  subserl ion. 


(b)  An  individual's  coverage  period  shall  continue  until  his  enroll- 
ment has  been  terminated — 

(1)  by  the  filing  of  notice  that  the  individual  no  longer  wishes 
to  participate  in  the  insurance  program  established  by  this  part, 
or 

(2)  for  nonpayment  of  premiums. 

The  termination  of  a  coverage  period  under  paragraph  (1)  shall  take 
effect  at  the  close  of  the  calendar  quarter  following  the  calendar  quar- 
ter in  which  the  notice  is  filed.  The  termination  of  a  coverage  period 
under  paragraph  (2)  shall  take  effect  on  a  date  determined  under  regu- 
lations, which  may  be  determined  so  as  to  provide  a  grace  period 
[(not  in  excess  of  90  days)]1  in  which  overdue  premiums  may  be 
paid  and  coverage  continued.  The  grace  period  determined  under  the 
§257  (a)  preceding  sentence  shall  not  exceed  90  days;  except  that  it  may  he  ex- 

tended to  not  to  exceed  180  days  in  any  case  where  the  Secretary  de- 
termines that  there  was  good  cause  for  failure  to  pay  the  overdue  pre- 
miums within  such  90-day  period. 


1/  Applies  to  nonpayment  of  premiums  due  and  payable  on  date  of 
enactment  or  which  became  due  and  payable  within  90  days  before 
enactment „ 


Where  an  individual  who  is  downed  to  have  enrolled  for  medical 
insurance  pursuant  to  sort  ion ' YS37t  f)  lilts  a  notice  before  the  first  day 
of  the  month  in  which  his  coverage  period  logins  advising  that  he 
does  not  wish  to  l>e  so  enrolled,  the  termination  of  the  coverage  period 
resulting  from  such  deemed  enrollment  shall  take  elfeet  with  the  lirsi 
§206(c)  dav  of  the  month  the  coverage  would  have  been  effective  and  such 

notice  shall  not  he  considered  a  disenrollment  for  the  purposes  ot 
section  1S)7(1>).  Where  an  individual  who  is  deemed  enrolled  for  medi- 
cal insurance  beneiits  pursuant  to  section  1S:)7(  f)  files  a  notice  request- 
ing termination  of  his  deemed  coverage  in  or  after  the  month  in  which 
such  coverage  becomes  eliective,  the  termination  of  such  coycrage 
shall  take  elb-ct  at  the  close  of  the  calendar  quarter  following  the  calen- 
dar quarter  in  which  the  notice  is  filed. 


(c)  In  the  case  of  an  individual  satisfying  paragraph  (1)  of  section 
1836  whose  entitlement  to  hospital  insurance  benefits  under  part  A 
is  based  on  a  disability  rather  than  on  his  having  attained  the  age  of 
§201(c)  (3)  (C)  ^s  covera9e  period  (and  his  enrollment  under  this  part)  shall  be 

terminated  as  of  the  close  of  the  last  month  for  which  he  is  entitled  to 
hospital  insurance  benefits. 

[(c)  J  (d)  No  payments  may  be  made  under  this  part  with  respect 
to  the  expenses  of  an  individual  unless  such  expenses  were  incurred 
by  such  individual  during  a  period  which,  with  respect  to  him,  is  a 
coverage  period. 

Amounts  of  Premiums 

Sec.  1839.  (a)  The  monthly  premium  of  each  individual  enrolled 
under  this  part  for  each  month  before  1968  shall  be  $3. 

(b)  (1)  The  monthly  premium  of  each  individual  enrolled  under 
.  v               this  part  for  each  month  after  1967  and  before  July  1,  1973,  shall  be 

SZUJ^a;  {]ie  amount  determined  under  paragraph  (2). 

(2)  The  Secretary  shall,  during  December  1968  and  of  each  year 
[thereafter]  ending  on  or  before  December  31,  1971,  determine  and 
§2 03(b)  promulgate  the  dollar  amount  (whether  or  not  such  dollar  amount 

was  applicable  for  premiums  for  any  prior  month)  which  shall  be 
applicable  for  premiums  for  months  occurring  in  the  12-month  period 
commencing  July  1  in  each  succeeding  year.  Such  dollar  amount  shall 
be  such  amount  as  the  Secretary  estimates  to  be  necessary  so  that  the 
aggregate  premiums  for  such  12-month  period  will  equal  one-half  of 
the  total  of  the  benefits  and  administrative  costs  which  he  estimates 
will  be  payable  from  the  Federal  Supplementary  Medical  Insurance 
Trust  Fund  for  such  12-month  period.  In  estimating  aggregate  bene- 
fits payable  for  any  period,  the  Secretary  shall  include  an  appropriate 
amount  for  a  contingency  margin.  Whenever  the  Secretary,  pursuant 
to  the  preceding  sentence,  promulgates  the  dollar  amount  which 
shall  be  applicable  for  premiums  for  any  period,  he  shall,  at  the  time 
such  promulgation  is  announced,  issue  a  public  statement  setting  forth 
the  actuarial  assumptions  and  bases  employed  by  him  in  arriving 
at  the  amount  of  premiums  so  promulgated. 

(c)  (1)  The  Secretary  shall,  during  December  of  1972  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  enrollees 
age  65  and  over  which  shall  be  applicable  for  the  12-month  period 

§203  (c)  commencing  July  1  in  the  succeeding  year.  Such  actuarial  rate  shall 

be  the  amount  the  Secretary  estimates  to  be  necessary  so  that  the  ag- 
gregate amount  for  such  12-month  period  with  respect  to  those  en- 
rollees age  65  and  over  will  equal  one-half  of  the  total  of  the  benefits 
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and  administrative  costs  which  he  estimates  icill  be  payable  from  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  for  services 
performed  and  related  administrative  costs  incurred  in  such  12-month 
period.  In  calculating  the  monthly  actuarial  rate,  the  Secretary  shall 
include  an  appropriate  amount  for  a  contingency  margin. 

(2)  I1  he  monthly  premium  of  each  individual  enrolled  under  this 
part  for  each  month  after  J une  1973  shall,  except  as  provided  in  sub- 
section (d),  be  the  amount  determined  under  paragraph  (3). 

(3)  The  Secretary  shall,  during  December  of  1972  and  of  each  year 
thereafter,  determine  and  promulgate  the  monthly  premium  appli- 
cable for  the  individuals  enrolled  under  this  part  for  the  12-month 
period  commencing  July  1  in  the  succeeding  year.  The  monthly  pre- 
mium shall  be  equal  to  the  smaller  of — 

(A)  the  monthly  actuarial  rate  for  enrollees  age  65  and  over, 
determined  according  to  paragraph  (1)  of  this  subsection,  for 
that  12-month  period,  or 

(B)  the  monthly  premium  rate  most  recently  promulgated  by 
the  Secretary,  under  this  paragraph  or,  in  the  case  of  the  determi- 
nation made  in  December  1971,  such  rate  promulgated  under  sub- 
section (b)  (2)  multiplied  by  the  ratio  of  (i)  the  amount  in  col- 
umn  IV  of  the  table  lohich,  by  reason  of  the  law  in  effect  at  the 

§2  03(c)  time  the  promulgation  is  made,  will  be  in  effect  as  of  June  1  next 

following  such  determination  appears  {or  is  deemed  to  appear) 
in  section  215(a)  on  the  line  which  includes  the  figure  "750"  in 
column  III  of  such  table  to  (ii)  the  amount  in  column  IV  of  the 
table  which  appeared  (or  was  deemed  to  appear)  in  section  215(a) 
on  the  line  which  included  the  figure  u750"  in  column  III  as  of 
June  1  of  the  year  in  which  such  determination  is  made. 
Whenever  the  'Secretary  promulgates  the  dollar  amount  which  shall  be 
applicable  as  the  monthly  premium  for  any  period,  he  shall,  at  the  time 
such  promulgation  is  announced,  issue  a  public  statement  setting  forth 
the  actuarial  assumptions  and  bases  employed  by  him  in  arriving  at  the 
amount  of  an  adequate  actuarial  rate  for  enrollees  age  65  and  over  as 
provided  in  paragraph  (1)  and  the  derivation  of  the  dollar  amounts 
specified  in  this  paragraph. 

(4)  The  Secretary  shall  also,  during  December  of  1972  and  of  each 
year  thereafter,  determine  the  monthly  actuarial  rate  for  disabled  en- 
rollees under  age  65  which  shall  be  applicable  for  the  12-month  period 
commencing  July  1  in  the  succeeding  year.  Su-ch  actuarial  rate  shall  be 
the  amount  the  Secretary  estimates  to  be  necessary  so  that  the  ag- 
gregate amount  for  such  12-month  period  with  respect  to  disabled 
enrollees  under  age  65  will  equal  one-half  of  the  total  of  the  benefits 
and  administrative  costs  which  he  estimates  will  be  incurred  fe?  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund  for  such  12- 
month  period,  with  respect  to  such  enrollees.  In  calculating  the  monthly 
actuarial  rate  under  this  paragraph,  the  Secretary  shall  include  an  ap- 
propriate amount  for  a  contingency  margin. 

[(c)]  (d)  In  the  case  of  an  individual  whose  coverage  period  began 
pursuant  to  an  enrollment  after  his  initial  enrollment  period  (deter- 
mined pursuant  to  subsection  (c)  or  (d)  of  section  1837),  the  monthly 
'203(d)  (  1)       premium  determined  under  subsection  (b)  or  (c)  shall  be  increased  by 
1       \  '  \  J        iq  percent  of  the  monthly  premium  so  determined  for  each  full  12 
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months  (in  the  same  continuous  period  of  eligibility)  in  which  he  could 
have  been  but  was  not  enrolled.  For  purposes  of  the  preceding  sentence, 
there  shall  be  taken  into  account  (1)  the  months  which  elapsed  between 
the  close  of  his  initial  enrollment  period  and  the  close  of  the  enrollment 
period  in  which  he  enrolled,  plus  (in  the  case  of  an  individual  who 
enrolls  for  a  second  time)  (2)  the  months  which  elapsed  between  the 
date  of  the  termination  of  his  first  coverage  period  and  the  close  of  the 
enrollment  period  in  which  he  enrolled  for  the  second  time.  Any  in- 
crease in  an  individual's  monthly  'premium  under  the  first  sentence  of 
this  subsection  with  respect  to  a  particular  continuous  period  of  eligi- 
§20 1(c)  ( 4)  bility  shall  not  be  applicable  with  respect  to  any  other  continuous 
^  *  ^  '         period  of  eligibility  which  such  individual  may  have. 

[(d)]  (e)  If  any  monthly  premium  determined  under  the  fore- 
going provisions  of  this  section  is  not  a  multiple  of  10  cents,  such 
premium  shall  be  rounded  to  the  nearest  multiple  of  10  cents. 

[(e)]  (/)  For  purposes  of  subsection  [(c)]  (d)  (and  section  1837 
§2 03 (d)(2)  (g)  (1)),  an  individual's  " continuous  period  of  eligibility"  is  the 
period  beginning  with  the  first  day  on  which  he  is  eligible  to  enroll 
under  section  1836  and  ending  with  his  death;  except  that  any  period 
§201(c)C5)  during  all  of  which  an  individual  satisfied  paragraph  (1)  of  section 
^  1836  and  which  terminated  in  or  before  the  month  preceding  the  month 
in  which  he  attained  age  65  shall  be  a  separate  "continuous  period  of 
eligibility"  with  respect  to  such  individual  (and  each  isuch  period 
which  terminates  shall  be  deemed  not  to  have  existed  for  purposes  of 
subsequently  applying  this  section). 

Payment  of  Premiums 

Sec.  1840.  (a)  (1)  In  the  case  of  an  individual  who  is  entitled  to 
§201(c)  (6)  (A)     monthly  benefits  under  section  202  or  223,  his  monthly  premiums  under 
this  part  shall  (except  as  provided  in  [subsection  (d)]  subsections 
(b)  (1)  and  (c)  )  1  be  collected  by  deducting  the  amount  thereof  from 
§2 63 (a)  amount  °f  such  monthly  benefits.  Such  deduction  shall  be  made  in 

such  manner  and  at  such  times  as  the  Secretary  shall  by  regulation 
prescribe. 

(2)  The  Secretary  of  the  Treasury  shall,  from  time  to  time,  transfer 
from  the  Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  or  the 
Federal  Disability  Insurance  Trust  Fund  to  the  Federal  Supplemen- 
tary Medical  Insurance  Trust  Fund  the  aggregate  amount  deducted 
under  paragraph  (1)  for  the  period  to  which  such  transfer  relates 
6201  f  W£W«\  from  benefits  under  section  202  or  223  which  are  payable  from  such 
s  u  n  c)  ^  b;  (  b;  Trust  Fund.  Such  transfer  shall  be  made  on  the  basis  of  a  certification 
by  the  Secretary  of  Health,  Education,  and  Welfare  and  shall  be 
appropriately  adjusted  to  the  extent  that  prior  transfers  were  too 
great  or  too  small. 

(b)(1)  In  the  case  of  an  individual  who  is  entitled  to  receive  for  a 
month  an  annuity  or  pension  under  the  Railroad  Retirement  Act  of 
1937  (whether  or  not  such  individual  is  also  entitled  for  such  month  to 
§  2  63  (  b)  a  monthly  insurance  benefit  under  section  202)  ,his  monthly  premiums  JJ 

1  Applies  to  premiums  becoming  due  and  payable  after  the  fourth  month  followine  the 
month  of  enactment. 
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_  under  this  part  shall  (except  as  provided  in. subsection  [(d)](c))  1 

&/oj(d)  coliected  by  deducting  the  amount  thereof  from  such  annuity  or 

pension.  Such  deduction  shall  be  made  in  such  manner  and  at  such 
times  as  the  Secretary  shall  by  regulations  prescribe.  Such  regulations 
shall  be  prescribed  only  after  consultation  with  the  Railroad  Retire- 
ment Board. 

(2)  The  Secretary  of  the  Treasury  shall,  from  time  to  time,  trans- 
fer from  the  Railroad  Retirement  Account  to  the  Federal  Supplemen- 
tary Medical  Insurance  Trust  Fund  the  aggregate  amount  deducted 
under  paragraph  (1)  for  the  period  to  which  such  transfer  re- 
lates. Such  transfers  shall  be  made  on  the  basis  of  a  certification  by 
the  Railroad  Retirement  Board  and  shall  be  appropriately  adjusted 
to  the  extent  that  prior  transfers  were  too  great  or  too  small. 

[(c)  In  the  case  of  an  individual  who  is  entitled  both  to  monthly 
benefits  under  section  202  and  to  an  annuity  or  pension  under  the 
Railroad  Retirement  Act  of  1937  at  the  time  he  enrolls  under  this 
part,  subsection  (a)  shall  apply  so  long  as  he  continues  to  be  entitled 
both  to  such  benefits  and  such  annuity  or  pension.  In  the  case  of  an 
§2  63(c)  individual  who  becomes  entitled  both  to  such  benefits  and  such  an 
annuity  or  pension  after  he  enrolls  under  this  part,  subsection  (a)  shall 
apply  if  the  first  month  for  which  he  was  entitled  to  such  benefits 
was  the  same  as  or  earlier  than  the  first  month  for  which  he  was  en- 
titled to  such  annuity  or  pension,  and  otherwise  subsection  (b)  shall 
apply.]  2 

[(d)]  (c)  If  an  individual  to  whom  subsection  (a)  or  (b)  applies 
estimates  that  the  amount  which  will  be  available  for  deduction  under 
such  subsection  for  any  premium  payment  period  will  be  less  than 
the  amount  of  the  monthly  premiums  for  such  period,  he  may  (under 
regulations)  pay  to  the  Secretary  such  portion  of  the  monthly  pre- 
miums for  such  period  as  he  desires. 

[(e)]  (d)  (1)  In  the  case  of  an  individual  receiving  an  annuity  un- 
der subchapter  III  of  chapter  83  of  title  5,  United  States  Code,  or  any 
other  law  administered  by  the  Civil  Service  Commission  providing 
retirement  or  survivorship  protection,  to  whom  neither  subsection  (a) 
nor  subsection  (b)  applies,  his  monthly  premiums  under  this  part  (and 
the  monthly  premiums  of  the  spouse  of  such  individual  under  this  part 
if  neither  subsection  (a)  nor  subsection  (b)  applies  to  such  spouse  and 
if  such  individual  agrees)  shall,  upon  notice  from  the  Secretary  of 
Health,  Education,  and  Welfare  to  the  Civil  Service  Commission,  be 
collected  by  deducting  the  amount  thereof  from  each  installment  of 
such  annuity.  Such  deduction  shall  be  made  in  such  manner  and  at 
such  times  as  the  Civil  Service  Commission  may  determine.  The 
Civil  Service  Commission  shall  furnish  such  information  as  the  Sec- 
retary of  Health,  Education,  and  Welfare  may  reasonably  request  in 
order  to  carry  out  his  functions  under  this  part  with  respect  to  indi- 
viduals to  whom  this  subsection  applies.  A  plan  described  in  section 
8903  of  title  5,  United  States  Code,  may  reimburse  each  annuitant 
enrolled  in  such  plan  an  amount  equal  to  the  premiums  paid  by  him 


1  Applies  to  premiums  due  and  payable  after  the  fourth  month  following  the  month  of 
enactment. 

2  Applies  to  premiums  becoming  due  and  payable  after  the  fourth  month  following  the 
month  of  enactment. 
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under  this  part  if  such  reimbursement  is  paid  entirely  from  funds  of 
such  plan  which  are  derived  from  sources  other  than  the  contributions 
described  in  section  8906  of  such  title. 

(2)  The  Secretary  of  the  Treasury  shall,  from  time  to  time,  but  not 
less  often  than  quarterly,  transfer  from  the  Civil  Service  Retirement 
and  Disability  Fund,  or  the  account  (if  any)  applicable  in  the  case 
of  such  other  law  administered  by  the  Civil  Service  Commission,  to 
the  Federal  Supplementary  Medical  Insurance  Trust  Fund,  the  aggre- 
gate amount  deducted  under  paragraph  (1)  for  the  period  to  which 
such  transfer  relates.  Such  transfer  shall  be  made  on  the  basis  of  a, 
certification  by  the  Civil  Service  Commission  and  shall  be  appropri- 
ately adjusted  to  the  extent  that  prior  transfers  were  too  great  or  too 
small. 

[(f)]  (e)  In  the  case  of  an  individual  who  participates  in  the  insur- 
ance program  established  by  this  part  but  with  respect  to  whom  none 
of  the  preceding  provisions  of  this  section  applies,  or  with  respect  to 
whom  subsection  [(d)]  (c)  1  applies,  the  premiums  shall  be  paid  to  the 
Secretary  at  such  times,  and  in  such  manner,  as  the  Secretary  shall  by 
regulations  prescribe. 

C(g)3  (/)  Amounts  paid  to  the  Secretary  under  subsection  [(d)  or 
(G)  or  (e)  shall  be  deposited  in  the  Treasury  to  the  credit  of  the 
Federal  Supplementary  Medical  Insurance  Trust  Fund. 

[003  (ff)  In  tne  case  °f  an  individual  who  participates  in  the  insur- 
ance program  established  by  this  part,  premiums  shall  be  payable  for 
the  period  commencing  with  the  first  month  of  his  coverage  period  and 
ending  with  the  month  in  which  he  dies  or,  if  earlier,  in  which  his 
coverage  under  such  program  terminates. 

[0)3  (h)  In  tne  case  of  an  individual  who  is  enrolled  under  the  pro- 
gram established  by  this  part  as  a  member  of  a  coverage  group  to 
which  an  agreement  with  a  State  entered  into  pursuant  to  section  1843 
is  applicable,  subsection  (a),  (b),  (c),  [(d),  and  (e)]  and  (d)  2  of 
this  section  shall  not  apply  to  his  monthly  premium  for  any  month  in 
his  coverage  period  which  is  determined  under  section  1843(d). 

Federal  Supplementary  Medical  Insurance  Trust  Fund 

Sec.  1841.  (a)  There  is  hereby  created  on  the  books  of  the  Treasury 
of  the  United  States  a  trust  fund  to  be  known  as  the  "Federal  Supple- 
mentary Medical  Insurance  Trust  Fund"  (hereinafter  in  this  section 
referred  to  as  the  "Trust  Fund").  The  Trust  Fund  shall  consist  of 
such  gifts  and  bequests  as  may  be  made  as  provided  in  section  201 
(?)  (7),  and  3  such  amounts  as  may  be  deposited  in,  or  appropriated 
to,  such  fund  as  provided  in  this  part. 

(b)  With  respect  to  the  Trust  Fund,  there  is  hereby  created  a  body 
to  be  known  as  the  Board  of  Trustees  of  the  Trust  Fund  (hereinafter 
in  this  section  referred  to  as  the  "Board  of  Trustees")  composed  of  the 
Secretary  of  the  Treasury,  the  Secretary  of  Labor  and  the  Secretary 
of  Health,  Education,  and  Welfare,  all  ex  officio.  The  Secretary  of  the 


'Applies  to  premiums  becoming  due  and  payable  after  the  fourth  month  following  the 
month  of  enactment. 

"Applies  to  premiums  becoming  due  and  payable  after  the  fourth  month  following 
the  month  of  enactment. 

3  Applies  to  gifts  and  bequests  received  after  date  of  enactment. 
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Treasury  shall  be  the  Managing  Trustee  of  the  Board  of  Trustees 
(hereinafter  in  this  section  referred  to  as  the  "Managing  Trustee"). 
The  Commissioner  of  Social  Security  shall  serve  as  the  Secretary  of 
the  Board  of  Trustees.  The  Board  of  Trustees  shall  meet  not  less 
frequently  than  once  each  calendar  year.  It  shall  be  the  duty  of  the 
Board  of  Trustees  to — 

(1)  Hold  the  Trust  Fund; 

(2)  Report  to  the  Congress  not  later  than  the  first  day  of  April 
of  each  year  on  the  operation  and  status  of  the  Trust  Fund  during 
the  preceding  fiscal  year  and  on  its  expected  operation  and  status 
during  the  current  fiscal  year  and  the  next  2  fiscal  years ; 

(3)  Report  immediately  to  the  Congress  whenever  the  Board 
is  of  the  opinion  that  the  amount  of  the  Trust  Fund  is  unduly 
small;  and 

(4)  Review  the  general  policies  followed  in  managing  the  Trust 
Fund,  and  recommend  changes  in  such  policies,  including  neces- 
sary changes  in  the  provisions  of  law  which  govern  the  way  in 
which  the  Trust  Fund  is  to  be  managed. 

The  report  provided  for  in  paragraph  (2)  shall  include  a  statement 
of  the  assets  of,  and  the  disbursements  made  from,  the  Trust  Fund 
during  the  preceding  fiscal  year,  an  estimate  of  the  expected  income 
to,  and  disbursements  to  be  made  from,  the  Trust  Fund  during  the 
current  fiscal  year  and  each  of  the  next  2  fiscal  years,  and  a  statement 
of  the  actuarial  status  of  the  Trust  Fund.  Such  report  shall  be  printed 
as  a  House  document  of  the  session  of  the  Congress  to  which  the  report 
is  made. 

(c)  It  shall  be  the  duty  of  the  Managing  Trustee  to  invest  such  por- 
tion of  the  Trust  Fund  as  is  not,  in  his  judgment,  required  to  meet 
current  withdrawals.  Such  investments  may  be  made  only  in  interest- 
bearing  obligations  of  the  United  States  or  in  obligations  guaranteed 
as  to  both  principal  and  interest  by  the  United  States.  For  such  pur- 
pose such  obligations  may  be  acquired  (1)  on  original  issue  at  the  issue 
price,  or  (2)  by  purchase  of  outstanding  obligations  at  the  market 
price.  The  purposes  for  which  obligations  of  the  United  States  may  be 
issued  under  the  Second  Liberty  Bond  Act,  as  amended,  are  hereby  ex- 
tended to  authorize  the  issuance  at  par  of  public-debt  obligations  for 
purchase  by  the  Trust  Fund.  Such  obligations  issued  for  purchase  by 
the  Trust  Fund  shall  have  maturities  fixed  with  due  regard  for  the 
needs  of  the  Trust  Fund  and  shall  bear  interest  at  a  rate  equal  to  the 
average  market  yield  (computed  by  the  Managing  Trustee  on  the 
basis  of  market  quotations  as  of  the  end  of  the  calendar  month  next 
preceding  the  date  of  such  issue)  on  all  marketable  interest-bearing 
obligations  of  the  United  States  then  forming  a  part  of  the  public 
debt  which  are  not  due  or  callable  until  after  the  expiration  of  4  years 
from  the  end  of  such  calendar  month ;  except  that  where  such  average 
market  yield  is  not  a  multiple  of  one-eighth  of  1  per  centum,  the  rate 
of  interest  on  such  obligations  shall  be  the  multiple  of  one-eighth  of 
1  per  centum  nearest  such  market  yield.  The  Managing  Trustee  may 
purchase  other  interest-bearing  obligations  of  the  United  States  or 
obligations  guaranteed  as  to  both  principal  and  interest  by  the  United 
States,  on  original  issue  or  at  the  market  price,  only  where  he  deter- 
mines that  the  purchase  of  such  other  obligations  is  in  the  public 
interest. 
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(d)  Any  obligations  acquired  by  the  Trust  Fund  (except  public 
debt  obligations  issued  exclusively  to  the  Trust  Fund)  may  be  sold  by 
the  Managing  Trustee  at  the  market  price,  and  such  public-debt 
obligations  may  be  redeemed  at  par  plus  accrued  interest. 

(e)  The  interest  on,  and  the  proceeds  from  the  sale  or  redemption  of, 
any  obligations  held  in  the  Trust  Fund  shall  be  credited  to  and  form 
a  part  of  the  Trust  Fund. 

(f )  There  shall  be  transferred  periodically  (but  not  less  often  than 
once  each  fiscal  year)  to  the  Trust  Fund  from  the  Federal  Old- Age 
and  Survivors  Insurance  Trust  Fund  and  from  the  Federal  Disability 
Insurance  Trust  Fund  amounts  equivalent  to  the  amounts  not  pre- 
viously so  transferred  which  the  Secretary  of  Health,  Education,  and 
Welfare  shall  have  certified  as  overpayments  (other  than  amounts  so 
certified  to  the  Railroad  Retirement  Board)  pursuant  to  section 
1870(b)  of  this  Act.  There  shall  be  transferred  periodically  (but  not 
less  often  than  once  each  fiscal  year)  to  the  Trust  Fund  from  the  Rail- 
road Retirement  Account  amounts  equivalent  to  the  amounts  not  pre- 
viously so  transferred  which  the  Secretary  of  Health,  Education,  and 
Welfare  shall  have  certified  as  overpayments  to  the  Railroad  Retire- 
ment Board  pursuant  to  section  1870(b)  of  this  Act. 

(g)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
Trust  Fund  such  amounts  as  the  Secretary  of  Health,  Education,  and 
Welfare  certifies  are  necessary  to  make  the  payments  provided  for 
by  this  part,  and  the  payments  with  respect  to  administrative  expenses 
in  accordance  with  section  201  (g)  (1). 

(h)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
Trust  Fund  such  amounts  as  the  Secretary  of  Health,  Education,  and 
Welfare  certifies  are  necessary  to  pay  the  costs  incurred  by  the  Civil 
Service  Commission  in  making  deductions  pursuant  to  section  1840  ) 

§2  63(d)  (4)         C(e)]  (^O/Puring  ea°h  fiscal  year,  or  after  the  close  of  such  fiscal  year,  JJ 
the  Civil  Service  Commission  shall  certify  to  the  Secretary  the  amount 
of  the  costs  it  incurred  in  making  such  deductions,  and  such  certified 
amount  shall  be  the  basis  for  the  amount  of  such  costs  certified  by  the 
Secretary  to  the  Managing  Trustee. 

(i)  The  Managing  Trustee  shall  pay  from  time  to  time  from  the 
§2 63(e)            Trust  Fund  such  amounts  as  the  Secretary  of  Health,  Education,  and 

W  elf  are  certifies  are  necessary  to  pay  the  costs  incurred  by  the  Railroad 

Retirement  Board  for  services  performed  pursuant  to  section  1840(b)     I      ,  -j< 

(IV  During  each  fiscal  year  or  after  the  close  of  such  fiscal  year,  the    I &*fak.  4J-c)Ufri^~ 

Railroad  Retirement  Board  shall  certify  to  the  Secretary  the  amount   I  /f^Xfe) 

of  the  costs  it  incurred  in  performing  such  services  and  such  certified  ' 

amount  shall  be  the  basis  for  the  amount  of  such  costs  certified  by  the 

Secretary  to  the  Managing  Trustee.1 

Use  of  Carriers  for  Administration  of  Benefits 

Sec.  1842.  (a)  In  order  to  provide  for  the  administration  of  the  bene- 
fits under  this  part  with  maximum  efficiency  and  convenience  for  in- 
dividuals entitled  to  benefits  under  this  part  and  for  providers  of 
services  and  other  persons  furnishing  services  to  such  individuals,  and 


1  Applies  to  premiums  becoming  due  and  payable  after  the  fourth  month  following  the 
month  of  enactment. 


with  a  view  to  furthering  coordination  of  the  administration  of  the 
benefits  under  part  A  and  under  this  part,  the  Secretary  is  authorized 
to  enter  into  contracts  with  carriers,  including  carriers  with  which 
agreements  under  section  1816  are  in  effect,  which  will  perform  some  or 
all  of  the  following  functions  (or,  to  the  extent  provided  in  such  con- 
tracts, will  secure  performance  thereof  by  other  organizations) ;  and, 
with  respect  to  any  of  the  following  functions  which  involve  payments 
for  physicians'  services  on  a  reasonable  charge  basis,1  the  Secretary 
§227(e)(3)      shall  to  the  extent  possible  enter  into  such  contracts : 

(1)  (A)  make  determinations  of  the  rates  and  amounts  of  pay- 
ments required  pursuant  to  this  part  to  be  made  to  providers  of 
services  and  other  persons  on  a  reasonable  cost  or  reasonable 
charge  basis  (as  may  be  applicable) ; 

(B)  receive,  disburse,  and  account  for  funds  in  making  such 
payments;  and 

(C)  make  such  audits  of  the  records  of  providers  of  services  as 
may  be  necessary  to  assure  that  proper  payments  are  made  under 
this  part ; 

(2)  (A)  determine  compliance  with  the  requirements  of  section 
1861  (k)  as  to  utilization  review ;  and 

(B)  assist  providers  of  services  and  other  persons  who  furnish 
services  for  which  payment  may  be  made  under  this  part  in  the 
development  of  procedures  relating  to  utilization  practices,  make 
studies  of  the  effectiveness  of  such  procedures  and  methods  for 
their  improvement,  assist  in  the  application  of  safeguards  against 
unnecessary  utilization  of  services  furnished  by  providers  of  serv- 
ices and  other  persons  to  individuals  entitled  to  benefits  under 
this  part,  and  provide  procedures  for  and  assist  in  arranging, 
where  necessary,  the  establishment  of  groups  outside  hospitals 
(meeting  the  requirements  of  section  1861  (k)  (2))  to  make  re- 
views of  utilization ; 

(3)  serve  as  a  channel  of  communication  of  information  relating 
to  the  administration  of  this  part ;  and 

(4)  otherwise  assist,  in  such  manner  as  the  contract  may  pro- 
vide, in  discharging  administrative  duties  necessary  to  carry  out 
the  purposes  of  this  part. 

(b)  (1)  Contracts  with  carriers  under  subsection  (a)  may  be  entered 
into  without  regard  to  section  3709  of  the  Revised  Statutes  or  any 
other  provision  of  law  requiring  competitive  bidding. 

(2)  No  such  contract  shall  be  entered  into  with  any  carrier  unless 
the  Secretary  finds  that  such  carrier  will  perform  its  obligations  under 
the  contract  efficiently  and  effectively  and  will  meet  such  requirements 
as  to  financial  responsibility,  legal  authority,  and  other  matters  as  he 
finds  pertinent. 

(3)  Each  such  contract  shall  provide  that  the  carrier — 

(A)  will  take  such  action  as  may  be  necessary  to  assure  that, 
where  payment  under  this  part  for  a  service  is  on  a  cost  basis,  the 
cost  is  reasonable  cost  (as  determined  under  section  1861  (v) ) ; 

(B)  will  take  such  action  as  may  be  necessary  to  assure  that, 
where  payment  under  this  part  for  a  service  is  on  a  charge  basis, 


1  Applies  to  accounting  periods  beginning  after 
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such  charge  will  be  reasonable  and  not  higher  than  the  charge 
applicable,  for  a  comparable  service  and  under  comparable  cir- 
cumstances, to  the  policyholders  and  subscribers  of  the  carrier,  and 
such  payment  will  (except  as  otherwise  provided  in  section  1870 
(f ) )  be  made — 

(i)  on  the  basis  of  an  itemized  bill;  or 

(ii)  on  the  basis  of  an  assignment  under  the  terms  of  which 
(/)  the  reasonable  charge  is  the  full  charge  for  the  service 

Ron/  wo\  {except  in  the  case  of  physicians'  services  and  ambulance 

$Z  11(c)  (3)  service  furnished  as  described  in  section  1862(a)  (4),  other 
than  for  purposes  of  section  1870(f))  and  (II)  the  physi- 
cian or  other  person  furnishing  such  service  agrees  not  to 
charge  for  such  service  if  payment  may  not  be  made  there- 
for by  reason  of  the  provisions  of  paragraph  (1)  of  section 
§28 1(d)  1862,  and  if  the  individual  to  whom  such  service  was  fur- 

nished was  without  fault  in  incurring  the  expenses  of  such 
service,  and  if  the  Secretary^  determination  that  payment 
(pursuant  to  such  assignment)  was  incorrect  and  was  made 
subsequent  to  the  third  year  following  the  year  in  which 
notice  of  such  payment  was  sent  to  such  individual;  except 
that  the  Secretary  may  reduce  such  three-year  period  to  not 
less  than  one  year  if  hs  finds  such  reduction  is  consistent  with 
the  objectives  of  this  title; 
but  (in  the  case  of  bills  submitted,  or  requests  for  payment  made, 
after  March  1968)  only  if  the  bill  is  submitted,  or  a  written  re- 
quest for  payment  is  made  in  such  other  form  as  may  be  permit- 
ted under  regulations,  no  later  than  the  close  of  the  calendar 
year  following  the  year  in  which  such  service  is  furnished  (deem- 
ing any  service  furnished  in  the  last  3  months  of  any  calendar  year 
to  have  been  furnished  in  the  succeeding  calendar  year) ; 

(C)  will  establish  and  maintain  procedures  pursuant  to  which 
an  individual  enrolled  under  this  part  will  be  granted  an  oppor- 
tunity for  a  fair  hearing  by  the  carrier,  in  any  case  where  the 

§2 62 (a)  amount  in  controversy  is  $100  or  more  1  when  requests  for  pay- 

ment under  this  part  with  respect  to  services  furnished  him  are 
denied  or  are  not  acted  upon  with  reasonable  promptness  or  when 
the  amount  of  such  payment  is  in  controversy; 

(D)  will  furnish  to  the  Secretary  such  timely  information  and 
reports  as  he  may  find  necessary  in  performing  his  functions  un- 
der this  part;  and 

(E)  will  maintain  such  records  and  afford  such  access  thereto  as 
the  Secretary  finds  necessary  to  assure  the  correctness  and  verifi- 
cation of  the  information  and  reports  under  subparagraph  (D) 
and  otherwise  to  carry  out  the  purposes  of  this  part ; 

and  shall  contain  such  other  terms  and  conditions  not  inconsistent  with 
this  section  as  the  Secretary  may  find  necessary  or  appropriate.  In 
determining  the  reasonable  charge  for  services  for  purposes  of  this 
paragraph,  there  shall  be  taken  into  consideration  the  customary 
charges  for  similar  services  generally  made  by  the  physician  or  other 
person  furnishing  such  services,  as  well  as  the  prevailing  charges  in 
the  locality  for  similar  services. 

1  Applies   to   hearings   reauested    (under   the    procedures   established   under  section 
1842(b)  (3)  (C)  of  the  Act)  after  the  date  of  enactment. 

If  Applies  to  services  furnished  with  respect  to  admissions  occurr 
after  December  31,  1972. 


3/  Applies  to  notices  sent  to  individuals  after  1968. 
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No  charge  may  be  determined  to  be  reasonable  in  the  case  of  bills  sub- 
mitted or  requests  for  payment  made  under  this  part  after  Decem- 
ber 31, 1970,  if  it  exceeds  the  higher  of  (i)  the  prevailing  charge  recog- 
nized by  the  carrier  and  found  acceptable  by  the  Secretary  for  similar 
services  in  the  same  locality  in  administering  this  part  on  Decern- 
ber  31,^  1970,  or  (ii)  the  prevailing  charge  level  that,  on  the  basis  of 
statistical  data  and  methodology  acceptable  to  the  Secretary,  would 
cover  75  percent  of  the  customary  charges  made  for  similar  services  in 
the  same  locality  during  the  last  preceding  calendar  year  elapsing 
prior  to  the  start  of  the  fiscal  year  in  which  the  bill  is  submitted  or  the 
request  for  payment  is  made.  In  the  case  of  physician  services  the  pre^- 
vailing  charge  level  determined  for  purposes  of  clause  {ii)  of  the  pre- 
ceding sentence  for  aixy  fiscal  year  beginning  after  June  30, 1973,  may 
not  exceed  (in  the  aggregate)  the  level  determined  under  such  clause 
for  the  fiscal  year  ending  June  30, 1973,  except  to  the  extent  that  the 
Secretary  finds,  on  the  basis  of  appropriate  economic  index  data,  that 
such  higher  level  is  justified  by  economic  changes.  In  the  case  of  medi- 
cal services,  supplies,  and  equipment  (including  equipment  servicing) 
that,  in  the  judgment  of  the  Secretary,  do  not  generally  vary  signifi- 
cantly in  quality  from  one  supplier  to  another,  the  charges  incurred 
after  December  31,  1972,  determined  to  be  reasonable  may  not  exceed  ffj  .  4^ 
the  lovj/*£  charge  levels  at  ichich  such  services,  supplies,  and  equipment  fX<rvv~iL^ 
are  widely  and  consistently  available  in  a  locality  except  to  the  extent 
§224(a)  an(l  uru^er  the  circumstances  specified  by  the  Secretary.  The  require- 

ment in  subparagraph  (B)  that  a  bill  be  submitted  or  request  for  pay- 
ment be  made  by  the  close  of  the  following  calendar  year  shall  not 
apply  if  (i)  failure  to  submit  the  bill  or  request  the  payment  by  the 
close  of  such  year  is  due  to  the  error  or  misrepresentation  of  an  officer, 
employee,  fiscal  intermediary,  carrier,  or  agent  of  the  Department  of 
Health,  Education,  and  W  elf  are  performing  functions  under  this  title 
and  acting  within  the  scope  of  his  or  its  authority,  and  (ii)  the  bill  is 
submitted  or  the  payment  is  requested  promptly  after  such  error  or 
misrepresentation  is  eliminated  or  corrected.2 

(4)  Each  contract  under  this  section  shall  be  for  a  term  of  at  least 
one  year,  and  may  be  made  automatically  renewable  from  term  to 
term  in  the  absence  of  notice  by  either  party  of  intention  to  terminate 
at  the  end  of  the  current  term ;  except  that  the  Secretary  may  termi- 
nate any  such  contract  at  any  time  (after  such  reasonable  notice  and 
opportunity  for  hearing  to  the  carrier  involved  as  he  may  provide  in 
regulations)  if  he  finds  that  the  carrier  has  failed  substantially  to 
carry  out  the  contract  or  is  carrying  out  the  contract  in  a  manner 
inconsistent  with  the  efficient  and  effective  administration  of  the  insur- 
ance program  established  by  this  part. 

(5)  No  payment  under  this  part  for  a  service  provided  to  any  indi- 
vidual shall  (except  as  provided  in  section  1870)  be  made  to  anyone 
other  than  such  individual  or  (pursuant  to  an  assignment  described  in 
subparagraph  (B)  (ii)  of  paragraph  (3))  the  physician  or  other  per- 
son who  provided  the  service,  except  that  payment  may  be  made  (A) 
to  the  employer  of  such  physician  or  other  person  if  such  physician  or 
other  person  is  required  as  a  condition  of  his  employment  to  turn  over 


-Aiijilies  to  bills  submitted  and  requests  for  payment  made  after  March  1908. 
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his  fee  for  such  service  to  his  employer,  or  (B)  (where  the  service  was 
provided  in  a  hospital,  clinic,  or  other  facility)  to  the  facility  in  which 
the  service  was  provided  if  there  is  a  contractual  arrangement  between 
such  physician  or  other  person  and  such  facility  under  which  such 
§  2  3  6  (  a)  facility  submits  the  bill  for  such  service.1 

(c)  Any  contract  entered  into  with  a  carrier  under  this  section 
shall  provide  for  advances  of  funds  to  the  carrier  for  the  making  of 
payments  by  it  under  this  part,  and  shall  provide  for  payment  of  the 
cost  of  administration  of  the  carrier,  as  determined  by  the  Secretary 
to  be  necessary  and  proper  for  carrying  out  the  functions  covered  by 
the  contract. 

(d)  Any  contract  with  a  carrier  under  this  section  may  require  such 
carrier  or  any  of  its  officers  or  employees  certifying  payments  or  dis- 
bursing funds  pursuant  to  the  contract,  or  otherwise  participating  in 
carrying  out  the  contract,  to  give  surety  bond  to  the  United  States  in 
such  amount  as  the  Secretary  may  deem  appropriate. 

(e)  (1)  No  individual  designated  pursuant  to  a  contract  under  this 
section  as  a  certifying  officer  shall,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  United  States,  be  liable  with  respect  to  any 
payments  certified  by  him  under  this  section. 

(2)  No  disbursing  officer  shall,  in  the  absence  of  gross  negligence  or 
intent  to  defraud  the  United  States,  be  liable  with  respect  to  any  pay- 
ment by  him  under  this  section  if  it  was  based  upon  a  voucher  signed 
by  a  certifying  officer  designated  as  provided  in  paragraph  (1)  of  this 
subsection. 

(3)  No  such  carrier  shall  be  liable  to  the  United  States  for  any  pay- 
ments referred  to  in  paragraph  (1)  or  (2). 


-7I-^lth  respect  to  bills  shifted  and  quests  for  parents  made  after  tne 
dat»  of  enactment. 


(f )  For  purpose  of  this  part,  the  term  "carrier"  means — 

(1)  with  respect  to  providers  of  services  and  other  persons,  a 
voluntary  association,  corporation,  partnership,  or  other  non- 
governmental organization  which  is  lawfully  engaged  in  provid- 
ing, paying  for,  or  reimbursing  the  cost  of,  health  services  under 
group  insurance  policies  or  contracts,  medical  or  hospital  service 
agreements  membership  or  subscription  contracts,  or  similar 
group  arrangements,  in  consideration  of  premiums  or  other  pe- 
riodic charges  payable  to  the  carrier,  including  a  health  benefits 
plan  duly  sponsored  or  underwritten  by  an  employee  organiza- 
tion; and 

(2)  with  respect  to  providers  of  services  only,  any  agency  or 
organization  (not  described  in  paragraph  (1))  with  which  an 
agreement  is  in  effect  under  section  1816. 

(g)  The  Bailroad  Retirement  Board  shall,  in  accord- 
ance with  such  regulations  as  the  Secretary  may  prescribe, 
contract  with  a  carrier  or  carriers  to  perform  the  functions  set 
out  in  this  section  with  respect  to  individuals  entitled  to 
benefits  as  qualified  railroad  retirement  beneficiaries  pursuant 
to  section  226(a)  of  this  Act  and  section  21(b)  of  the  Bail- 
road  Retirement  Act  of  1937.  ^ 


2/  Applies  to  collection  of  premiums  becoming  due  and  payable  after 
~    the  fourth  month  following  month  of  enactment. 
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State  Agreements  for  Coverage  of  Eligible  Individuals  Who  Are 
Receiving  Money  Payments  Under  Public  Assistance  Programs 
(or  Are  Eligible  for  Medical  Assistance) 

Sec.  1843.  (a)  The  Secretary  shall,  at  the  request  of  a  State  made 
before  January  1, 1970,  enter  into  an  agreement  with  such  State  pursu- 
ant to  which  all  eligible  individuals  in  either  of  the  coverage  groups 

described  in  subsection  (b)  (as  specified  in  the  agreement)  will  be 
enrolled  under  the  program  established  by  this  part. 

(b)  An  agreement  entered  into  with  any  State  pursuant  to  subsec- 
tion (a)  may  be  applicable  to  either  of  the  following  coverage  groups : 

(1)  individuals  receiving  money  payments  under  the  plan  of 
such  State  approved  under  title  I  or  title  XVI ;  or 

(2)  individuals  receiving  money  payments  under  all  of  the 
plans  of  such  State  approved  under  titles  I,  X,  XIV,  and 
XVI,  and  part  A  of  title  IV. 

Except  as  provided  in  subsection  (g),  there  shall  be  excluded  from 
any  coverage  group  any  individual  who  is  entitled  to  monthly  in- 
surance benefits  under  title  II  or  who  is  entitled  to  receive  an  annuity 
or  pension  under  the  Railroad  Retirement  Act  of  1937. 

(c)  For  purposes  of  this  section,  an  individual  shall  be  treated  as  an 
eligible  individual  only  if  he  is  an  eligible  individual  (within  the 
meaning  of  section  1836)  on  the  date  an  agreement  covering  him  is 
entered  into  under  subsection  (a)  or  he  becomes  an  eligible  individual 
(within  the  meaning  of  such  section)  at  any  time  after  such  date; 
and  he  shall  be  treated  as  receiving  money  payments  described  in 
subsection  (b)  if  he  receives  such  payments  for  the  month  in  which 
the  agreement  is  entered  into  or  any  month  thereafter. 

(d)  In  the  case  of  any  individual  enrolled  pursuant  to  this  section — 

(1)  the  monthly  premium  to  be  paid  by  the  State  shall  be 
determined  under  section  1839  (without  any  increase  under  sub- 
section (c)  thereof) ; 

(2)  his  coverage  period  shall  begin  on  whichever  of  the  follow- 
ing is  the  latest : 

(A)  July  1,1966; 

(B)  the  first  day  of  the  third  month  following  the  month 
in  which  the  State  agreement  is  entered  into; 

(C)  the  first  day  of  the  first  month  in  which  he  is  both  an 
eligible  individual  and  a  member  of  a  coverage  group  speci- 
fied in  the  agreement  under  this  section;  or 

(D)  such  date  as  may  be  specified  in  the  agreement:  and 

(3)  his  coverage  period  attributable  to  the  agreement  with 
the  State  under  this  section  shall  end  on  the  last  day  of  which- 
ever of  the  following  first  occurs : 
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(A)  the  month  in  which  he  is  determined  by  the  State 
agency  to  have  become  ineligible  both  for  money  payments 
of  a  kind  specified  in  the  agreement  and  (if  there  is  in  effect 
a  modification  entered  into  under  subsection  (h) )  for  medical 
assistance,  or  ■ .  , 

(B)  the  month  preceding  the  first  month  for  which  he 
becomes  entitled  to  monthly  benefits  under  title  II  or  to  an 
annuity  or  pension  under  the  Railroad  Retirement  Act  of 
1937.  _ 

(e)  Any  individual  whose  coverage  period  attributable  to  the  State 
agreement  is  terminated  pursuant  to  subsection  (d)(3)  shall  be  deemed 
for  purposes  of  this  part  (including  the  continuation  of  his  coverage 
period  under  this  part)  to  have  enrolled  under  section  1837  in  the 
initial  general  enrollment  period  provided  by  section  1837(c) . 

(f )  With  respect  to  eligible  individuals  receiving  money  payments 
under  the  plan  of  a  State  approved  under  title  I,  X,  XIV,  or  XVI 
or  part  A  of  title  IV  or  eligible 
to  receive  medical  assistance  under  the  plan  of  such  State  approved 
under  title  XIX.  if  the  agreement  entered  into  under  this  section  so 
provides,  the  term  "carrier"  as  defined  in  section  1842(f)  also  includes 
the  State  agency,  specified  in  such  agreement,  which  administers  or 
supervises  the  administration  of  the  plan  of  such  State  approved  under 
title  I,  XVI,  on  XIX.  The  agreement  shall  also  contain  such  provi- 
sions as  will  facilitate  the  financial  transactions  of  the  State  and  the 
carrier  with  respect  to  deductions,  coinsurance,  and  otherwise,  and  as 
will  lead  to  economy  and  efficiency  of  operation,  with  respect  to' indi- 
viduals receiving  money  payments  under  plans  of  the  State  approved 
under  titles  I,  X,  XIV,  and  XVI,  and  part  A  of  title  IV,  and  individ- 
uals eligible  to  receive  medical  assistance  under  the  plan  of  the  State 
approved  under  title  XIX. 

(g)  (1)  The  Secretary  shall,  at  the  request  of  a  State  made  before 
January  1,  1970,  enter  into  a  modification  of  an  agreement  entered 
into  with  such  State  pursuant  to  subsection  (a)  under  which  the  sec- 
ond sentence  of  subsection  (b)  shall  not  apply  with  respect  to  such 
agreement. 

(2)  In  the  case  of  any  individual  who  would  (but  for  this  subsec- 
tion) be  excluded  from  the  applicable  coverage  group  described  in 
subsection  (b)  by  the  second  sentence  of  such  subsection — 

(A)  subsections  (c)  and  (d)(2)  shall  be  applied  as  if  such 
subsections  referred  to  the  modification  under  this  subsection  (in 
lieu  of  the  agreement  under  subsection  (a) ), 

(B)  subsection  (d)  (3)  (B)  shall  not  apply  so  long  as  there  is 
in  effect  a  modification  entered  into  by  the  State  under  this  sub- 
section, and 

(C)  notwithstanding  subsection  (e),  in  the  case  of  any  termi- 
nation described  in  such  subsection,  such  individual  may  termi- 
nate his  enrollment  under  this  part  by  the  filing  of  a  notice,  before 
the  close  of  the  third  month  which  begins  after  the  date  of  such 
termination,  that  he  no  longer  wishes  to  participate  in  the  insur- 
ance program  established  by  this  part  (and  in  such  a  case,  the 
termination  of  his  coverage  period  under  this  part  shall  take 
effect  as  of  the  close  of  such  third  month). 


Sec.  1844(a) 


(h)  (1)  The  Secretary  shall,  at  the  request  of  a  State  made  before 
January  1, 1970,  enter  into  a  modification  of  an  agreement  entered  into 
with  such  State  pursuant  to  subsection  (a)  under  which  the  coverage 
group  described  in  subsection  (b)  and  specified  in  such  agreement  is 
broadened  to  include  individuals  who  are  eligible  to  receive  medical 
assistance  under  the  plan  of  such  State  approved  under  title  XIX. 

(2)  For  purposes  of  this  section,  an  individual  shall  be  treated  as 
eligible  to  receive  medical  assistance  under  the  plan  of  the  State 
approved  under  title  XIX  if,  for  the  month  in  which  the  modifica- 
tion is  entered  into  under  this  subsection  or  for  any  month  thereafter, 
he  has  been  determined  to  be  eligible  to  receive  medical  assistance 
under  such  plan.  In  the  case  of  any  individual  who  would  (but  for 
this  subsection)  be  excluded  from  the  agreement,  subsections  (c)  and 
(d)  (2)  shall  be  applied  as  if  they  referred  to  the  modification  under 
this  subsection  (in  lieu  of  the  agreement  under  subsection  (a)),  and 
subsection  (d)  (2)  (C)  shall  be  applied  by  substituting  "second  month 
following  the  first  month"  for  "first  month." 


Appropriations  to  Cover  Government  Contributions  and 
Contingency  Reserve 

Sec.  1844.  (a)  There  are  authorized  to  be  appropriated  from  time 
to  time  out  of  any  moneys  in  the  Treasury  not  otherwise  appropriated, 
to  the  Federal  Supplementary  Medical  Insurance  Trust  Fund — 

(1)  (^1)  a  Government  contribution  equal  to  the  aggregate 
premiums  payable  for  a  month  for  enroll ees  age  65  and  over  under 
this  part  and  deposited  in  the  Trust  Fund,  £  and]  multiplied  by 
the  ratio  of — 

(i)  twice  the  dollar  amount  of  the  actuarially  adequate  rate 
per  enrollee  age  65  and  over  as  determined  under  section 
1839(c)  (1)  for  such  month ■  minus  the  dollar  amount  of  the 
premium  per  enrollee  for  such  month  as  determined  under 
section  1839(c)  (3),  to 

(ii)  the  dollar  amount  of  the  premium  per  enrollee  for  such 
month,  plus 

(B)  a  Government  contribution  equal  to  the  aggregate  premi- 
ums payable  for  a  month  for  enrollees  under  age  65  under  this 
part  and  deposited  in  the  Trust  F und,  multiplied  by  the  ratio  of — 

(i)  twice  the  dollar  amount  of  the  actuarially  adequate  rate 
per  enrollee  under  age  65  as  determined  under  section  1839 
(c)  (4-)  for  such  month,  minus  the  dollar  amount  of  the  pre- 
mium per  enrollee  for  such  month,  as  determined  under  sec- 
tion 1839(c)  (3),  to 

(ii)  the  dollar  amount  of  tlie  premium  per  enrollee  for  such 

s  2  03  (e)  month.1 

'  (2)  such  sums  as  the  Secretary  deems  necessary  to  place  the 

Trust  Fund,  at  the  end  of  any  fiscal  year  occurring  after  June  30, 
1967,  in  the  same  position  in  which  it  would  have  been  at  the  end 
of  such  fiscal  j'ear  if  (A)  a  Government  contribution  representing 
the  excess  of  the  premiums  deposited  in  the  Trust  Fund  during 


1  Effective  with  respect  to  enrollee  premiums  payable  for  mouths  after  June  1973. 
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the  fiscal  year  ending  June  30,  1967,  over  the  Government  contri- 
bution actually  appropriated  to  the  Trust  Fund  during  such  fiscal 
year  had  been  appropriated  to  it  on  June  30,  1967,  and  (B)  the 
Government  contribution  for  premiums  deposited  in  the  Trust 
Fund  after  June  30,  1967,  had  been  appropriated  to  it  when  such 
premiums  were  deposited, 
(b)  In  order  to  assure  prompt  payment  of  benefits  provided  under 
this  part  and  the  administrative  expenses  thereunder  during  the  early 
months  of  the  program  established  by  this  part,  and  to  provide  a  con- 
tingency reserve,  there  is  also  authorized  to  be  appropriated,  out  of 
any  moneys  in  the  Treasury  not  otherwise  appropriated,  to  remain 
available  through  the  calendar  year  1969  for  repayable  advances 
(without  interest)  to  the  Trust  Fund,  an  amount  equal  to  $18  mul- 
tiplied by  the  number  of  individuals  (as  estimated  by  the  Secretary) 
who  could  be  covered  in  July  1966  by  the  insurance  program  estab- 
lished by  this  part  if  they  had  theretofore  enrolled  under  this  part. 
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Part  C — Miscellaneous  Provisions 
Definition  of  Services,  Institutions,  etc. 
Sec.  1861.  For  purposes  of  this  title — 

Spell  of  Illness 

(a)  The  term  "spell  of  illness"  with  respect  to  any  individual  means 
a  period  of  consecutive  days — 

(1)  beginning  with  the  first  day  (not  included  in  a  previous 
spell  of  illness)  (A)  on  which  such  individual  is  furnished  in- 
patient hospital  services  or  extended  care  services,  and  (B)  which 
occurs  in  a  month  for  which  he  is  entitled  to  benefits  under  part  A, 
and 

(2)  ending  with  the  close  of  the  first  period  of  60  consecutive 
days  thereafter  on  each  of  which  he  is  neither  an  inpatient  of  a 

§27 8 (a)  (4)       hospital  nor  an  inpatient  of  [an  extended  care  J  a  skilled  nursing 
facility. 

Inpatient  Hospital  Services 

(b)  The  term  "inpatient  hospital  services"  means  the  following 
items  and  services  furnished  to  an  inpatient  of  a  hospital  and  (except 
as  provided  in  paragraph  (3) )  by  the  hospital — 

(1)  bed  and  board; 

(2)  such  nursing  services  and  other  related  services,  such  use 
of  hospital  facilities,  and  such  medical  social  services  as  are 
ordinarily  furnished  by  the  hospital  for  the  care  and  treatment 
of  inpatients,  and  such  drugs,  biologicals,  supplies,  appliances, 
and  equipment,  for  use  in  the  hospital,  as  are  ordinarily  furnished 
by  such  hospital  for  the  care  and  treatment  of  inpatients ;  and 

(3)  such  other  diagnostic  or  therapeutic  items  or  services,  fur- 
nished by  the  hospital  or  by  others  under  arrangements  with  them 
made  by  the  hospital,  as  are  ordinarily  furnished  to  inpatients 
either  by  such  hospital  or  by  others  under  such  arrangements ; 

excluding,  however — 

(4)  medical  or  surgical  services  provided  by  a  physician,  resi- 
dent, or  intern ;  and 

(5)  the  services  of  a  private-duty  nurse  or  other  private-duty 
attendant. 

Paragraph  (4)  shall  not  apply  to  services  provided  in  the  hospital  [by 
an  intern  or  a  resident-in-training  under  a  teaching  program  approved 
by  the  Council  on  Medical  Education  of  the  American  Medical  Asso- 
ciation or,  in  the  case  of  an  osteopathic  hospital,  approved  by  the 
Committee  on  Hospitals  of  the  Bureau  of  Professional  Education  of 
the  American  Osteopathic  Association,  or,  in  the  case  of  services  in 
a  hospital  or  osteopathic  hospital  by  an  intern  or  resident-in-training 
in  the  field  of  dentistry,  approved  by  the  Council  on  Dental  Educa- 
tion of  the  American  Dental  Association.]  by — 
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(6)  an  intern  or  a  resident-in-training  under  a  teaching  pro- 
gram approved  by  the  Council  on  Medical  Education  of  the  Amer- 
ican Medical  Association  or,  in  the  case  of  an  osteopathic  hospital 
approved  by  the  Committee  on  Hospitals  of  the  Bureau  of  Pro- 
fessional Education  of  the  American  Osteopathic  Association,  or, 
in  the  case  of  services  in  a  hospital  or  osteopathic  hospital  by  an 
intern  or  resident-in-training  in  the  field  of  dentistry approved 
by  the  Council  on  Dental  Education  of  the  American  Dental  J 
Association,^  in  the  case  of  services  in  a  hospital  or  osteopathic  -U 
hospital  by  an  intern  or  resident-in-training  in  the  field  of  podi- 
atry, approved  by  the  Council  on  Podiatry  Education  of  the  j 
A  merican  Pod iatry  Association  ;  or\  Jkj 

(7)  a  physician  xohere  the  hospital  has  a  teaching  program 
approved  as  specified  in  paragraph  (G),  unless  (A)  such  inpatient 
is  a  private  patient  (as  defined  in  regulations),  or  (B)  the  hos- 
pital establishes  that  during  the  two-year  period  ending  Decem- 
ber 31,  1967,  and  each  year  thereafter  all  inpatients  have  been 
regularly  billed  by  the  hospital  for  services  rendered  by  physi- 
cians and  reasonable  efforts  have  been  made  to  colUct  in  full  from 
all  patients  and  payment  of  reasonable  charges  (including  appli- 
cable deductibles  and  coinsurance)  has  been  regularly  collected 

«*r1(  v  in  full  or  in  substantial  part  from  at  least  50  percent  of  all  ,) 

Inpatient  Psychiatric  Hospital  Services 

(c)  The  term  "inpatient  psychiatric  hospital  services"  means  inpa- 
tient hospital  services  furnished  to  an  inpatient  of  a  psychiatric 
hospital. 

Inpatient  Tuberculosis  Hospital  Services 

\  (d)  The  term  "inpatient  tuberculosis  hospital  services"  means  in- 

patient, hospital  services  furnished  to  an  inpatient  of  a  tuberculosis 
hospital. 

Hospital 

(e)  The  term  "hospital"  (except  for  purposes  of  sections  1814(d), 
§211(b)  1814(f)Annd  1835(b),  subsection  (a)(2)  of  this  section,  paragraph 

(7)  of  this  subsection,  and  subsections  (i)  and  (n)  of  this  section) 
means  an  institution  which — 

(1)  is  primarily  engaged  in  providing,  by  or  under  the  super- 
vision of  physicians,  to  inpatients  (A)  diagnostic  services  and 
therapeutic  services  for  medical  diagnosis,  treatment,  and  care  of 
injured,  disabled,  or  sick  persons,  or  (B)  rehabilitation  services 
for  the  rehabilitation  of  injured,  disabled,  or  sick  persons; 

(2)  maintains  clinical  records  on  all  patients ; 

(3)  has  bylaws  in  effect  with  respect  to  its  staff  or  physicians; 

(4)  has  a  requirement  that  every  patient  must  be  under  the 
care  of  a  physician ; 

(5)  provides  24-hour  nursing  service  rendered  or  supervised  by 
a  registered  professional  nurse,  and  has  a  licensed  practical  nurse 

'Applies  with  respect  to  nccountins:  periods  beginning  after  Dceembrr  01,  -UtX2.  jjunt  -5U/ 

2/  Applies  to  accounting  periods  beginning  after  December  31,  1972 


so,  n  iz< 


3/  Applies  to  services  furnished  with  respect  to  admissions  occurring 
after  December  31,  1972. 

% 
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or  registered  professional  nurse  on  duty  at  all  times  except  that 
until  January  1,  197G,  the  Secretary  is  authorized  to  waive  the  re- 
quirement of  this  paragraph  for  any  one-year  period  with  respect 
to  any  institution,  insofar  as  such  requirement  relates  to  the  pro- 
vision of  twenty-four-hour  nursing  service  rendered  or  supervised 
by  a  registered  professional  nurse  (except  that  in  any  event  a 
registered  professional  nurse  must  be  present  on  the  premises  to 
render  or  supervise  the  nursing  service  provided,  during  at  least 
the  regular  daytime  shift),  where  immediately  preceding  such 
one-year  period  he  finds  that — 

(A)  such  institution  is  located  in  a  rural  area  and  the  sup- 
ply of  hospital  services  in  such  area  is  not  sufficient  to  meet 
the  needs  of  individuals  residing  therein, 

(B)  the  failure  of  such  institution  to  quality  as  a  hospital 
would  seriously  reduce  the  availability  of  such  services  to 
such  individuals,  and 

(C)  such  institution  has  made  and  continues  to  make  a 
good  faith  effort  to  comply  with  this  paragraph,  but  such  com- 
pliance is  impeded  by  the  lack  of  qualified  nursing  personnel 
in  such  area ; 

(6)  has  in  effect  a  hospital  utilization  review  plan  which  meets 
the  requirements  of  subsection  (k)  ; 

(7)  in  the  case  of  an  institution  in  any  State  in  which  State  or 
applicable  local  law  provides  for  the  licensing  of  hospitals,  (A) 
is  licensed  pursuant  to  such  law  or  (B)  is  approved,  by  the  agency 
of  such  State  or  locality  responsible  for  licensing  hospitals,  as 
meeting  the  standards  established  for  such  licensing ;  [andj 

/  .  (S)  has  in  effect  an  overall  plan  and  budget  that  meets  the  re- 

s^iUK&j  fjuireme-ntH  of  subjection  (z) ; 1  and 

(0)  £(8)]  meets  such  other  requirements  as  the  Secretary  finds 
necessary  in  the  interest  of  the  health  and  safety  of  the  individ- 
uals who  are  furnished  services  in  the  institution,  [except  that 
such  other  requirements  may  not  be  higher  than  the  comparable 
requirements  prescribed  for  the  accreditation  of  hospitals  by  the 
Joint  Commission  on  Accreditation  of  Hospitals  (subject  to  the 
§2lj.U(a)  second  sentence  of  section  1863).] 

For  purposes  of  subsection  (a)  (2),  such  term  includes  any  institution 
which  meets  the  requirements  of  paragraph  (1)  of  this  subsection.  For 
purposes  of  sections  1814(d)  and  1835(b)  (including  determination 
of  whether  an  individual  received  inpatient  hospital  services  or  diag-  / 

§21l(b)  nostic  services  for  purposes  of  such  sections),  section  1814(f)  (%),A,,ind-  

subsections  (i)  and  (n)  of  this  section,  such  term  includes  any  institu- 
tion which  (i)  meets  the  requirements  of  paragraphs  (5)  and  (7)  of 
this  subsection,  (ii)  is  not  primarily  engaged  in  providing  the  services 
described  in  section  1801  (j)  (1)  (A)  and  (iii)  is  primarily  engaged  in 
providing,  by  or  under  the  supervision  of  individuals  referred  to  in 
paragraph  (1)  of  section  1861  (r)  to  inpatients  diagnostic  services  and 
therapeutic  services  for  medical  diagnoisis,  treatment,  and  care  of  in- 
jured, disabled,  or  sick  persons,  or  rehabilitation  services  for  the  re- 
habilitation of  injured,  disabled,  or  sick  persons.  For  purposes  of  sec- 

1  Applies  to  any  provider  of  services  for  fiscal  years  (of  such  provider)  beginning  after 
the  fifth  month  following  the  month  of  enactment. 

2/  Applies  to  services  furnished  with  respect  to  admissions  occurring 
after  December  31,  1972. 
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tion  1814(f)  (-0?  such  term  includes  an  institution  which  (i)  is  a  hos- 
pital for  purposes  of  sections  1814(d),  1814(f)  (#),  and  1835(b)  and 
(ii)  is  accredited  by  the  Joint  Commission  on  Accreditation  of  Hospi- 
tals, or  is  accredited  by  or  approved  by  a  program  of  the  country  in 
which  such  institution  is  located  if  the  Secretary  finds  the  accredita- 
tion or  comparable  approval  standards  of  such  program  to  be  essen- 
tially equivalent  to  those  of  the  Joint  Commission  on  Accreditation 
of  Hospitals.1 

Notwithstanding  the  preceding  provisions  of  this  subsection,  such 
term  shall  not,  except  for  purposes  of  subsection  (a)  (2),  include  any 
institution  which  is  primarily  for  the  care  and  treatment  of  mental 
diseases  or  tuberculosis  unless  it  is  a  tuberculosis  hospital  (as  defined 
in  subsection  (g) )  or  unless  it  is  a  psychiatric  hospital  (as  defined 
in  subsection  (f)).  The  term  "hospital"  also  includes  a  Christian 
Science  sanatorium  operated,  or  listed  and  certified,  by  the  First 
Church  of  Christ,  Scientist.  Boston,  Massachusettes,  but  only  with 
respect  to  items  and  services  ordinarily  furnished  by  such  institution 
to  inpatients,  and  payment  may  be  made  with  respect  to  services 
provided  by  or  in  such  an  institution  only  to  such  extent  and  under 
such  conditions,  limitations,  and  requirements  (in  addition  to  or  in 
lieu  of  the  conditions,  limitations,  and  requirements  otherwise  applica- 
able)  as  may  be  provided  in  regulations.  For  provisions  deeming  cer- 
tain requirements  of  this  subsection  to  be  met  in  the  case  of  accredited 
institutions,  see  section  1865. 

Psychiatric  Hospital 

(f)  The  term  "psychiatric  hospital"  means  an  institution  which — 

(1)  is  primarily  engaged  in  providing,  by  or  under  the  super- 
vision of  a  physician,  psychiatric  services  for  the  diagnosis  and 
treatment  of  mentally  ill  persons ; 

(2)  satisfies  the  requirements  of  paragraphs  (3)  through  [(8)] 
(9)"  of  subsection  (e)  ; 

(3)  maintains  clinical  records  on  all  patients  and  maintains 
such  records  as  the  Secretary  finds  to  be  necessary  to  determine 
the  degree  and  intensity  of  the  treatment  provided  to  individuals 
entitled  to  hospital  insurance  benefits  under  part  A ; 

(4)  meets  such  staffing  requirements  as  the  Secretary  finds  nec- 
essary for  the  institution  to  carry  out  an  active  program  of  treat- 
ment for  individals  who  are  furnished  services  in  the  institution; 
and 

(5)  is  accredited  by  the  Joint  Commission  on  Accreditation  of 
Hospitals. 

In  the  case  of  an  institution  which  satisfies  paragraphs  (1)  and  (2) 
of  the  preceding  sentence  and  which  contains  a  distinct  part  which  also 
satisfies  paragraphs  (3)  and  (4)  of  such  sentence,  such  distinct  part 
shall  be  considered  to  be  a  "psychiatric  hospital"  if  the  institution  is 
accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals  or 
if  such  distinct  part  meets  requirements  equivalent  to  such  accredita- 
tion requirements  as  determined  by  the  Secretary. 

1  Applies  to  services  furnished  with  respect  to  admissions  occurring  after  Dec.  31, 
197JL/ 

"Applies  to  any  provider  of  services  for  fiscal  years  (of  such  provider)  beginning  after 
the  fifth  month  following  the  month  of  enactment. 


5211(b) 


Sec.  1861(h) 


Tuberculosis  Hospital 

(g)  The  term  "tuberculosis  hospital"  means  an  institution  which — 
(1)  is  primarily  engaged  in  providing,  by  or  under  the  super- 
vision of  a  physician,  medical  services  for  the  diagnosis  and  treat- 
ment of  tuberculosis ; 

R     .  /  \  ( 2 )  satisfies  the  requirements  of  paragraphs  ( 3 )  through  [  ( 8 )  ] 

SOU^c;  (9yoi  subsection  (e) ; 

(3)  maintains  clinical  records  on  all  patients  and  maintains 
such  records  as  the  Secretary  finds  to  be  necessary  to  determine 
the  degree  and  intensity  of  the  treatment  provided  to  individuals 
covered  by  the  insurance  program  established  by  part  A ; 

(4)  meets  such' staffing  requirements  as  the  Secretary  finds  nec- 
essary for  the  institution  to  carry  out  an  active  program  of  treat- 
ment for  individuals  who  are  furnished  services  in  the  institution ; 
and 

(5)  is  accredited  by  the  Joint  Commission  on  Accreditation  of 
Hospitals. 

In  the  case  of  an  institution  which  satisfies  paragraphs  (1)  and  (2)  of 
the  preceding  sentence  and  which  contains  a  distinct  part  which  also 
satisfies  paragraphs  (3)  and  (4)  of  such  sentence,  such  distinct  part 
shall  be  considered  to  be  a  "tuberculosis  hospital"  if  the  institution  is 
accredited  by  the  Joint  Commission  on  Accreditation  of  Hospitals  or 
if  such  distinct  part  meets  requirements  equivalent  to  such  accredita- 
tion requirements  as  determined  by  the  Secretary. 

Extended  Care  Services 

(h)  The  term  "extended  care  services"  means  the  following  items 
and  services  furnished  to  an  inpatient  of  [an  extended  care]  a  skilled 

§2?8(a)  (5)         nursing  facility  and  (except  as  provided  in  paragraphs  (3)  and  (6)) 
by  such  [extended  care  J  skilled  nursing  facility — 

(1)  nursing  care  provided  by  or  under  the  supervision  of  a 
registered  professional  nurse ; 

(2)  bed  and  board  in  connection  with  the  furnishing  of  such 
nursing  care ; 

(3)  physical,  occupational,  or  speech  therapy  furnished  by  the 
[extended  care]  skilled  nursing  facility  or  by  others  under  ar- 
rangements with  them  made  by  the  facility ; . 

( 4 )  medical  social  services ; 

(5)  such  drugs,  biologicals,  supplies,  applicances,  and  equip- 
ment, furnished  for  use  in  the  [extended  care]  skilled  nursing 
facility  as  are  ordinarily  furnished  by  such  facility  for  the  care 
and  treatment  of  inpatients ; 

(6)  medical  services  provided  by  an  intern  or  resident-in- 
training  of  a  hospital  with  which  the  facility  has  in  effect  a  trans- 
fer agreement  (meeting  the  requirements  of  subsection  (1)), 
under  a  teaching  program  of  such  hospital  approved  as  provided 
in  the  last  sentence  of  subsection  (b),  and  other  diagnostic  or 
therapeutic  services  provided  by  a  hospital  with  which  the  facility 
has  such  an  agreement  in  effect ;  and 

(7)  such  other  services  necessary  to  the  health  of  the  patients 
as  are  generally  provided  by  [extended  care]  skilled  nursing 
facilities ; 


1/  Applies  to  fiscal  years  of  providers  beginning  after  the  fifth  month 
after  month  of  enactment. 
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excluding,  however,  any  item  or  service  if  it  would  not  be  included 
under  subsection  (b)  if  furnished  to  an  inpatient  of  a  hospital. 

Post-Hospital  Extended  Care  Services 

(i)  The  term  "post-hospital  extended  care  services"  means  extended 
care  services  furnished  an  individual  after  transfer  from  a  hospital  in 
which  he  was  an  inpatient  for  not  less  than  3  consecutive  days  before 
his  discharge  from  the  hospital  in  connection  with  such  transfer.  For 
purposes  of  the  preceding  sentence,  items  and  services  shall  be  deemed 
to  have  been  furnished  to  an  individual  after  transfer  from  a  hospital, 
and  he  shall  be  deemed  to  have  been  an  inpatient  in  the  hospital  im- 
mediately before  transfer  therefrom,  if  he  is  admitted  to  the  [extended 
care]  skilled  nursing  facility  [within  14  days  after  discharge  from 
such  hospital ;] 

(A)  'within  14  days  after  discharge  from  such  hospital,  or 
(B)  within  28  days  after  such  discharge,  in  the  case  of  an  indi- 
vidual toho  was  unable  to  be  admitted  to  a  skilled  nursing  facility 
within  such  I4  days  because  of  a  shortage  of  appropriate  bed 
space  in  the  geographic  area  in  which  he  resides,  or  (C)  within 
such  time  as  it  would  be  medically  appropriate  to  begin  an  active 
course  of  treatment,  in  the  case  of  an  individual  whose  condition 
is  such  that  skilled  nursing  facility  care  would  not  be  medically 
appropriate  within  14  days  after  discharge  from  a  hospital; 
an  individual  shall  be  deemed  not  to  have  been  discharged  from 
[an  extended  care]  a  skilled  nursing  facility  if.  within  14  days 
after  discharge  therefrom,  he  is  admitted  to  such  facility  or  any 
other  [extended  care]  skilled  nursing  facility. 

§278  [Extended  CaieJ  Skilled  Nursing  Facility 

(j)  The  term  ["extended  care]  uskilled  nursing  facility"  means 
(except  for  purposes  of  subsection  (a)  (2) )  an  institute  (or  a  distinct 
part  of  an  institution)  which  has  in  effect  a  transfer  agreement  (meet- 
ing the  requirements  of  subsection  (1))  with  one  or  more  hospitals 
having  agreements  in  effect  under  section  I860  and  which — 

( 1^  is  primarily  engaged  in  providing  to  inpatients  (A)  skilled 
nursing  care  and  related  services  for  patients  who  require  medical 
or  nursing  care,  or  (B)  rehabilitation  services  for  the  rehabilita- 
tion of  injured,  disabled,  or  sick  persons; 

(2)  has  policies,  which  are  developed  with  the  advice  of  (and 
with  provision  of  review  of  such  policies  from  time  to  time  by) 
a  group  of  professional  personnel,  including  one  or  more  physi- 
cians and  one  or  more  registered  professional  nurses,  to  govern 
the  skilled  nursing  care  and  related  medical  or  other  services  it 
provides ; 

(3)  has  a  physician,  a  registered  professional  nurse,  or  a  medi- 
cal staff  responsible  for  the  execution  of  such  policies; 

(4)  (A)  has  a  requirement  that  the  health  care  of  every  patient 
must  be  under  the  supervision  of  a  physician,  and  (B)  provides 
for  having  a  physician  available  to  furnish  necessary  medical  care 
in  case  of  emergency ; 

(5)  maintains  clinical  records  on  all  patients; 
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(6)  provides  24-hour  nursing  service  which  is  sufficient  to  meet 
nursing  needs  in  accordance  with  the  policies  developed  as  pro- 
vided in  paragraph  (2),  and  has  at  least  one  registered  profes- 
sional nurse  employed  full  time ; 

(7)  provides  appropriate  methods  and  procedures  for  the  dis- 
pensing and  administering  of  drugs  and  biologicals ; 

(8)  has  in  effect  a  utilization  review  plan  which  meets  the  re- 
quirements of  subsection  (k) ;. 

(9)  in  the  case  of  an  institution  in  any  State  in  which  State  or 
applicable  local  law  provides  for  the  licensing  of  institutions  of 
this  nature,  (A)  is  licensed  pursuant  to  such  law,  or  (B)  is  ap- 

{>roved,  by  the  agency  of  such  State  or  locality  responsible  for 
icensing  institutions  of  this  nature,  as  meeting  the  standards 
established  for  such  licensing;  [and] 
.  .  %  (10)  has  in  effect  an  overall  plan  and  budget  that  meets  the 

§2j>k\a.)  requirements  of  subsection  (z)  ; 1 

(11)  supplies  full  and  complete  information  to  the 

Secretary  or  his  delegate  as  to  the  identity  (A)  of  each 

person;  has  any  direct  or  indirect  ownership  interest  of 
§21*6  (b)  A 

10  per  centum  or  more  in  such  skilled  nursing  facility 

or  who  is  the  owner  (in  ichole  or  in  part)  of  any  mort- 
gage, deed  of  trust,  note,  or  other  obligation  secured  (in 
whole  or  in  part)  by  such  skilled  nursing  facility  or  any 
of  the  property  or  assets  of  such  skilled  nursing  fa- 
cility, (B)  in  case  a  skilled  nursing  facility  is  or- 
ganized as  a  corporation,  of  each  officer  and  director  of 
the  corporation,  and  (C)  in  case  a  skilled  nursing  fa- 
cility is  organized  as  a  partnership,  of  each  partner;  and 
promptly  reports  any  changes  which  would  affect  the 
current  accuracy  of  the  information  so  required  to  be 
stipplied;  ^ 

(12)  cooperates  in  an  effective  program  which  pro- 
vides for  a  regular  program  of  independent  medical  eval- 


1/  Applies  to  fiscal  years  of  providers  beginning  after  the 
after  month  of  enactment. 

2/  Effective  July  1,  1973- 


nation  and  audit  of  the  patients  in  the  facility  to  the 
extent  required  by  the  programs  in  which  the  facility 
participates  (including  medical  evaluation  of  each  pa- 
§2U6(b)    iient'8  need  for  skilled  nursing  facility  care )  ; 

(13)  meets  such  provisions  of  the  Life  Safety  Code 
of  the  National  Fire  Protection  Association  (21st  edi- 
tion, 1967)  as  are  applicable  to  nursing  homes;  except 
that  the  Secretary  may  waive,  for  such  periods  as  he 
deems  appropriate,  specific  provisions  of  such  Code  which 
if  rigidly  applied  would  result  in  unreasonable  hardship 
upon  a  nursing  home,  but  only  if  such  waiver  will  not 
adversely  affect  the  health  and  safety  of  the  patients; 
except  that  the  provisions  of  such  Code  shall  not  apply 
in  any  State  if  the  Secretary  finds  that  in  such 
State  there  is  in  effect  a  fire  and  safety  code,  imposed  by 
§2U6(b)  State  law,  which  adequately  protects  patients  in  nursing 
homce: 


t  rt/QS) 

§ 2k6  (  b)  (  2)  f R°3  . .  , P?et s  such  other  conditions  relating  to  the  health  and 

safety  of  individuals  who  are  furnished  services  in  such  institution 
or  relating  to  the  physical  facilities  thereof  as  the  Secretary  ma? 
find  necessary  (subject  to  the  second  sentence  of  section  1863), 

in  any  such  institutionj  services  be  furnished 


except  that  such  term  shall  not  (other  than  for  purposes  of  subsec- 
tion (a)(2))  include  any  institution  which  is  primarily  for  the 
care  and  treatment  of  mental  diseases  or  tuberculosis.  For  pur- 
poses of  subsection  (a)(2),  such  term  includes  any  institution 

which  meets  the  requirements  of  paragraph  (1)  of  this  subsection. 
The  term  ["extended  care]  "skilled  nursing  facility"  also  includes 
an  institution  described  in  paragraph  (1)  of  subsection  (y),  to  the 
extent  and  subject  to  the  limitations  provided  in  such  subsection. 


Notwithstanding  any  other 
provision  of  law,  all  information  concerning  skilled 
§2h6(b)(U)  nursing  facilities  required  by  this  subsection  to  be  filed 
with  the  Secretary  shall  be  made  available  to  Federal  or 
State  employees  for  purposes  consistent  with  the  effective 
administration  of  programs  established  under  titles 
XVIII  and  XIX  of  this  Act.  ^ 


V 
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To  the  extent  that  paragraph  (6)  of  this  subsection  may  be  deemed 
to  require  that  any  skilled  nursing  facility  engage  the  services  of  a  reg- 
istered professional  nurse  for  more  than  Ifi  hours  a  week,  the  Secretary 
is  authorised  to  waive  such  requirement  if  he  finds  that — 

(^L)  such  facility  is  located  in  a  rural  area  and  the  supply  of 

skilled  nursing  facility  services  in  such  area  is  not  sufficient  to 

meet  the  needs  of  individuals  residing  therein, 

(B)  such  facility  has  one  full-time  registered,  professional  nurse 
who  is  regularly  on  duty  at  such  facility  Ifi  hours  a  week,  and 

(C)  such  facility  (i)  has  only  patients  whose  physicians  have  in- 
dicated (through  physicians'1  orders  or  admission  notes)  that  each 
such  patient  does  not  require  the  services  of  a  registered  nurse  or 
a  physician  for  a  48-hour  period,  or  (ii)  has  made  arrangements 
for  a  registered  professional  nurse  or  a  physician  to  spend  such 
time  at  such  facility  as  may  be  indicated  as  necessary  by  the 
physician  to  provide  necessary  skilled  nursing  services  on  days 
when  the  regular  full-time  registered  professional  nurse  is  not 
on  duty. 

Utilization  Review 

(k)  A  utilization  review  plan  of  a  hospitai  or  [extended  care] 
skilled  nursing  facility  shall  be  considered  sufficient  if  it  is  applicable 
to  services  furnished  by  the  institution  to  individuals  entitled  to  insur- 
ance benefits  under  this  title  and  if  it  provides — 

(1)  for  the  review,  on  a  sample  or  other  basis,  of  admissions  to 
the  institution,  the  duration  of  stays  therein,  and  the  professional 
services  (including  drugs  and  biologicals)  furnished,  (A)  with 
respect  to  the  medical  necessity  of  the  services,  and  (B)  for  the 
purpose  of  promoting  the  most  efficient  use  of  available  health 
facilities  and  services ; 

(2)  for  such  review  to  be  made  by  either  (A)  a  staff  commit- 
tee of  the  institution  composed  of  two  or  more  physicians,  with 
or  without  participation  of  other  professional  personnel,  or  (B)  a 
group  outside  the  institution  which  is  similarly  composed  and  (i) 
which  is  established  by  the  local  medical  society  and  some  or  all 
of  the  hospitals  and  [extended  care]  skilled  nursing  facilities  in 
the  locality,  or  (ii)  if  (and  for  as  long  as)  there  has  not  been  estab- 
lished such  a  group  which  serves  such  institution,  which  is 
established  in  such  other  manner  as  may  be  approved  by  the 
Secretary ; 

(3)  for  such  review,  in  each  case  of  inpatient  hospital  services 
or  extended  care  services  furnished  to  such  an  individual  during  a 
continuous  period  of  extended  duration,  as  of  such  days  of  such 
period  (which  may  differ  for  different  classes  of  cases)  as  may  be 
specified  in  regulations,  with  such  review  to  be  made  as  promptly 
as  possible,  after  each  day  so  specified,  and  in  no  event  later  than 
one  week  following  such  day ;  and 

(4)  for  prompt  notification  to  the  institution,  the  individual, 
and  his  attending  physician  of  any  finding  (made  after  oppor- 
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tunity  for  consultation  to  such  attending  physician)  by  the  physi- 
cian members  of  such  committee  or  group  that  any  further  stay 
in  the  institution  is  not  medically  necessary. 
The  review  committee  must  be  composed  as  provided  in  clause  (B)  of 
paragraph  (2)  rather  than  as  provided  in  clause  (A)  of  such  para- 
graph in  the  case  of  any  hospital  or  [extended  carej  skilled  nursing 
facility  where,  because  of  the  small  size  of  the  institution,  or  (in  the 
case  of  [an  extended  care]  a  skilled  nursing  facility)  because  of  lack 
of  an  organized  medical  staff,  or  for  such  other  reason  or  reasons  as 
may  be  included  in  regulations,  it  is  impracticable  for  the  institution 
to  have  a  properly  functioning  staff  committee  for  the  purposes  of  this 
subsection.  //  the  Secretary  determines  that  the  utilization  review  pro- 
,^7/  >.  cedures  established  pursuant  to  title  XIX  are  superior  in  their  effec- 

tiveness  to  the  procedures  required  under  this  section,  he  may,  to  the 
extent  that  he  deems  it  appropriate,  require  for  purposes  of  this  title 
that  the  procedures  established  pursuant  to  title  XIX  be  utilized  in- 
stead of  the  procedures  required  by  this  section. 

Agreements  for  Transfer  Between  [Extended  Carej  Skilled  Nursing  Facilities 

and  Hospitals 

(1)  A  hospital  and  [an  extended  care]  a  skilled  nursing  facility 
§278  shall  be  considered  to  have  a  transfer  agreement  in  effect  if,  by  reason 

of  a  written  agreement  between  them  or  (in  case  the  two  institutions 
are  under  common  control)  by  reason  of  a  written  undertaking  by  the 
person  or  body  which  controls  them,  there  is  reasonable  assurance 
that— 

(1)  transfer  of  patients  will  be  effected  between  the  hospital  and 
the  [extended  care]  skilled  nursing  facility  whenever  such  trans- 
fer is  medically  appropriate  as  determined  by  the  attending  phy- 
sician; and 

(2)  there  will  be  interchange  of  medical  and  other  information 
necessary  or  useful  in  the  care  and  treatment  of  individuals  trans- 
ferred between  the  institutions,  or  in  determining  whether  such 
individuals  can  be  adequately  cared  for  otherwise  than  in  either 
of  such  institutions. 

Any  [extended  care]  skilled  nursing  facility  which  does  not  have  such 
an  agreement  in  effect,  but  which  is  found  by  a  State  agency  (of  the 
State  in  which  such  facility  is  situated)  with  which  an  agreement 
under  section  1864  is  in  effect  (or.  in  the  case  of  a  State  in  which  no 
such  agency  has  an  agreement  under  section  1864,  by  the  Secretary)  to 
have  attempted  in  good  faith  to  enter  into  such  an  agreement  with  a 
hospital  sufficiently  close  to  the  facility  to  make  feasible  the  transfer 
between  them  of  patients  and  the  information  referred  to  in  para- 
graph (2),  shall  be  considered  to  have  such  an  agreement  in  effect  if 
and  for  so  long  as  such  agency  (or  the  Secretary,  as  the  case  may  be) 
finds  that  to  do  so  is  in  the  public  interest  and  essential  to  assuring  ex- 
tended care  services  for  persons  in  the  community  who  are  eligible  for 
payments  with  respect  to  such  services  under  this  title. 

Home  Health  Services 

(m)  The  term  "home  health  services"  means  the  following  items 
and  services  furnished  to  an  individual,  who  is  under  the  care  of  a 
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physician,  by  a  home  health  agency  or  by  others  under  arrangements 
with  them  made  by  such  agency,  under  a  plan  (for  furnishing  such 
items  and  services  to  such  individual)  established  and  periodically 
reviewed  by  a  physician,  which  items  and  services  are,  except  as  pro- 
vided in  paragraph  (7),  provided  on  a  visiting  basis  in  a  place  of 
residence  used  as  such  individual's  home — 

(1)  part-time  or  intermittent  nursing  care  provided  by  or 
under  the  supervision  of  a  registered  professional  nurse; 

(2)  physical,  occupational,  or  speech  therapy ; 

(3)  medical  social  services  under  the  direction  of  a  physician; 

(4)  to  the  extent  permitted  in  regulations,  part-time  or  inter- 
mittent services  of  a  home  health  aide ; 

(5)  medical  supplies  (other  than  drugs  and  biologicals),  and 
the  use  of  medical  appliances,  while  under  such  a  plan ; 

(6)  in  the  case  of  a  home  health  agencv  which  is  affiliated  or 
under  common  control  with  a  hospital,  medical  services  provided 
by  an  intern  or  resident-in-training  of  such  hospital  under  a 
teaching  program  of  such  hospital  approved  as  provided  in  the 
last  sentence  of  subsection  (b) ;  and 

(7)  any  of  the  foregoing  items  and  services  which  are  provided 
on  an  outpatient  basis,  under  arrangements  made  by  the  home 

§278  health  agency,  at  a  hospital  or  [extended  care]  skilled  nursing 

facility,  or  at  a  rehabilitation  center  which  meets  such  standards 
as  may  be  prescribed  in  regulations,  and — 

(A)  the  furnishing  of  which  involves  the  use  of  equipment 
of  such  a  nature  that  the  items  and  services  cannot  readily  be 
made  available  to  the  individual  in  such  place  of  residence,  or 

(B)  which  are  furnished  at  such  facility  while  he  is  there 
to  receive  any  such  item  or  service  described  in  clause  (A), 
but  not  including  transportation  of  the  individual  in  connec- 
tion with  any  such  item  or  service ; 

excluding,  however,  any  item  or  service  if  it  would  not  be  included 
under  subsection  (b)  if  furnished  to  an  inpatient  of  a  hospital. 

Post-Hospital  Home  Health  Services 

(n)  The  term  "post-hospital  home  health  services"  means  home 
health  services  furnished  an  individual  within  one  year  after  his  most 
recent  discharge  from  a  hospital  of  which  he  was  an  inpatient  for  not 
less  than  3  consecutive  days  or  (if  later)  within  one  year  after  his  most 
§278  recent  discharge  from  fan  extended  care]  a  skilled  nursing  facility  of 

which  he  was  an  inpatient  entitled  to  payment  under  part  A  for  post- 
hospital  extended  care  services,  but  only  if  the  plan  covering  the  home 
health  services  (as  described  in  subsection  (m) )  is  established  within 
14  days  after  his  discharge  from  such  hospital  or  [extended  care] 
skilled,  nursing  facility. 

Home  Health  Agency 

(o)  The  term  "home  health  agency"  means  a  public  agency  or  pri- 
vate organization,  or  a  subdivision  of  such  an  agency  or  organization, 
which-^ 

(1)  is  primarily  engaged  in  providing  skilled  nursing  services 
and  other  therapeutic  services ; 
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(2)  has  policies,  established  by  a  group  of  professional  per- 
sonnel (associated  with  the  agency  or  organization) ,  including  one 
or  more  physicians  and  one  or  more  registered  professional  nurses, 
to  govern  the  services  (referred  to  in  paragraph  (1))  which  it 
provides,  and  provides  for  supervision  of  such  services  by  a  physi- 
cian or  registered  professional  nurse ; 

(3)  maintains  clinical  records  on  all  patients; 

(4)  in  the  case  of  an  agency  or  organization  in  any  State  in 
which  State  or  applicable  local  law  provides  for  the  licensing  of 
agencies  or  organizations  of  this  nature,  (A)  is  licensed  pursuant 
to  such  law,  or  (B)  is  approved,  by  the  agency  of  such  State  or 
locality  responsible  for  licensing  agencies  or  organizations  of  this 
nature,  as  meeting  the  standards  established  for  such  licensing; 
[and] 

(5)  has  in  effect  an  overall  plan  and  budget  that  meets  the  re- 
quirements of  subsection  (2) :  and  1 

[(5)  J  (6')  meets  such  other  conditions  of  participation  as  the 
Secretary  may  find  necessary  in  the  interest  of  the  health  and 
safety  of  individuals  who  are  furnished  services  by  such  agency  or 
organization  ; 

except  that  such  term  shall  not  include  a  private  organization  which 
is  not  a  nonprofit  organization  exempt  from  Federal  income  taxation 
under  section  501  of  the  Internal  Revenue  Code  of  1954  (or  a  subdivi- 
sion of  such  organization)  unless  it  is  licensed  pursuant  to  State  law 
and  it  meets  such  additional  standards  and  requirements  as  may  be 
prescribed  in  regulations;  and  except  that  for  purposes  of  part  A 
such  term  shall  not  include  any  agency  or  organization  which  is  pri- 
marily for  the  care  and  treatment  of  mental  diseases. 

Outpatient  Physical  Therapy  Services 

(p)  The  term  "outpatient  physical  therapy  services"  means  physical 
therapy  services  furnished  by  a  provider  of  services,  a  clinic,  rehabili- 
tation agency,  or  a  public  health  agency,  or  by  others  under  an  ar- 
rangement with,  and  under  the  supervision  of,  such  provider,  clinic, 
rehabilitation  agency,  or  public  health  agency  to  an  individual  as  an 
outpatient — 

(1)  who  is  under  the  care  of  a  physician  (as  defined  in  section 
1861(r)(l)),and 

(2)  with  respect  to  whom  a  plan  prescribing  the  type,  amount, 
and  duration  of  physical  therapy  services  that  are  to  be  furnished 
such  individual  has  been  established,  and  is  periodically  reviewed, 
by  a  physician  (as  so  defined) ; 

excluding,  however — 

(3)  any  item  or  service  if  it  would  not  be  included  under  sub- 
section (b)  if  furnished  to  an  inpatient  of  a  hospital;  and 

(4)  any  such  service — 

(A)  if  furnished  by  a  clinic  or  rehabilitation  agency,  or 
by  others  under  arrangements  with  such  clinic  or  agency, 
unless  such  clinic  or  rehabilitation  agency — 


1  Applies  to  anv  provider  of  services  for  fiscal  years  (of  such  provider)  beginning  after 
the  fifth  month  following  the  month  of  enactment. 
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(i)  provides  an  adequate  program  of  physical  ther- 
apy services  for  outpatients  and  has  the  facilities  and 
personnel  required  for  such  program  or  required  for  the 
supervision  of  such  a  program,  in  accordance  with  such 
requirements  as  the  Secretary  may  specify, 

(ii)  has  policies,  established  by  a  group  of  profes- 
sional personnel,  including  one  or  more  physicians 
(associated  with  the  clinic  or  rehabilitation  agency)  and 
one  or  more  qualified  physical  therapists,  to  govern  the 
services  (referred  to  in  clause  (i) )  it  provides, 

(iii)  maintains  clinical  records  on  all  patients, 

(iv)  if  such  clinic  or  agency  is  situated  in  a  State  in 
which  State  or  applicable  local  law  provides  for  the 
licensing  of  institutions  of  this  nature,  (I)  is  licensed 
pursuant  to  such  law,  or  (II)  is  approved  by  the  agency 
of  such  State  or  locality  responsible  for  licensing  insti- 
tutions of  this  nature,  as  meeting  the  standards  estab- 
lished for  such  licensing;  and 

(v)  meets  such  other  conditions  relating  to  the  health 
and  safety  of  individuals  who  are  furnished  services  by 
such  clinic  or  agency  on  an  outpatient  basis,  as  the 
Secretary  may  find  necessary,  or 

(B)  if  furnished  by  a  public  health  agency,  unless  such 
agency  meets  such  other  conditions  relating  to  health  and 
safety  of  individuals  who  are  furnished  services  by  such 
agency  on  an  outpatient  basis,  as  the  Secretary  may  find 
necessarv. 

2<i(a)(i)  The  term  "outpatient  physical  therapy  services"  also  includes  physical 

therapy  services  furnished  an  individual  by  a  physkal  therapist  (xn  hi* 

office  or  in  such  individual's  home)  who  meets  licensing  and  other  stand- 
ards prescribed  by  the  Secretary  in  regulations,  otherwise  than  under  an 
arrangement  with  and  undtr  the  supervision  of  a  provider  oj  services, 
clinic,  rehabilitation  agency,  or  public  health  agency,  if  the  furnishing 
of  such  services  meets  such  conditions  relating  to  health  and  safety  as  the 
§25l  (b)  (l)  Secretary  may  find  necessary.  In  addition,  such  term  includes  physical 

therapy  services  which  meet  the  requirements  of  the  first  sentence  of  this 
subsection  except  that  they  are  furnished  to  an  individual  as  an  inpatient 
of  a  hospital  or  extended  care  facility. 

The  tenn 

„  "outpatient  physical  therapy  services'1  also  includes  speech  pathology 

82o3(a)  services  furnished  by  a  provider  of  services,  a  clinic,  rehabilitation 

agency.  0r  by  a 

public  health  agency,  or  by  others  under  av  arrangement  with,  and 
under  the  supervision  of,  such  provider,  clinic,  rehabilitation  agency, 
or  public  health  agency  to  an  individual  as  an  outpatient,  subject  to 
the  conditions  prescribed  in  this  subsection 


1/  Applies  to  services  furnished  on  or  after  July  1,  1973. 

2/  Applies  to  services  furnished  on  or  after  date  of  enactment. 


3/  Applies  to  services  rendered  after  December  31,  1972. 


Physicians'  Services 

(q)  The  term  "physicians'  services"  means  professional  services  per- 
formed by  physicians,  including  surgery,  consultation,  and  home,  of- 
fice, and  institutional  calls  [(but  not  including  services  described  in 
the  last  sentence  of  subsection  (b))]  {but  not  including  services  de- 
§  2  2  7  ( f )  scribed  in  subsection  (b)  (6)).h 

Physician 

(r)  The  term  "physician",  when  used  in  connection  with  the  per- 
formance of  any  function  or  action,  means  (1)  a  doctor  of  medicine 
or  osteopathy  legally  authorized  to  practice  medicine  and  surgery  by 
the  State  in  which  he  performs  such  function  or  action  (including  a 


1/  Applies  to  accounting  periods  beginning  after  June  30,  1973 
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physician  within  the  meaning  of  section  1101(a)  (7)),  (2)  a  doctor  of 
dentistry  or  of  dental  or  oral  surgery  who  is  legally  authorized  to 
practice  dentistry  by  the  State  in  which  he  performs  such  function 
but  only  with  respect  to  (A)  surgery  related  to  the  jaw  or  any  struc- 
ture contiguous  to  the  jaw  or  (B)  the  reduction  of  any  fracture  of  the 
jaw  or  any  facial  bone,  or  (O)  the  certification  required  by  section 
§256 (b)  1814(a)  (2)  (E)  of  this  Act1  [or]  (3)  except  for  the  purposes  of  sec- 

tion 1814(a),  section  1835,  and  subsections  (j),  (k),  (m),  and  (o)  of 
this  section,  a  doctor  of  podiatry  or  surgical  chiropody,  but  (unless 
clause  (1)  of  this  subsection  also  applies  to  him)  only  with  respect  to 
functions  which  he  is  legally  authorized  to  perform  as  such  by  the 
State  in  which  he  performs  them,  (4)  a  doctor  of  optometry  who  is 
legally  authorized  to  practice  optometry  by  the  State  in  which  he  per- 
op,,  ,  forms  such  function,  out  only  with  respect  to  establishing  the  necessity 

3^o4(a;  jor  prosthetic  lenses,2  or  (5)  a  chiropractor  wlw  is  licensed  as  such  by 

the  State  (or  in  a  State  which  does  not  license  chiropractors  as  such,  is 
legally  authorized  to  perform  the  services  of  a  chiropractor  in  the  ju- 
risdiction in  which  he  performs  such  services) ,  and  who  meets  uniform 
minimum  standards  promulgated  by  the  Secretary,  but  only  for  the 
purpose  of  sections  1861  (s)  (1)  and  1861  (s)  (2)  (A)  and  only  with  re- 
spect to  treatment  by  means  of  manual  manipulation  of  the  spine 

which  he  is  legally  authorized  to  perform  by  the  State  or  jurisdiction 
§2  73  (a)(1)  in  which  such  treatment  is  provided?  For  the  purposes  of  section 
1862(a)  (4)  and  subject  to  the  limitations  and  conditions  provided  in 
the  previous  sentence,  such  term  includes  a  doctor  of  one  of  the  arts, 
specified  in  such  previous  sentence,  legally  authorized  to  practice  such 
art  in  the  country  in  which  the  inpatient  hospital  services  (referred 
§  211  (c)(2)       to  in  such  section  1862(a)  (4) )  are  furnished.* 

Medical  and  Other  Health  Services 

(s)  The  term  "medical  and  other  health  services"  means  any  of  the 
following  items  or  services ; 

(1)  physicians'  services ; 

(2)  (A)  services  and  supplies  (including  drugs  and  biologicals 
which  cannot,  as  determined  in  accordance  with  regulations,  be 
self -administered)  furnished  as  an  incident  to  a  physician's  pro- 
fessional service,  of  kinds  which  are  commonly  furnished  in 
physicians'  offices  and  are  commonly  either  rendered  without 
charge  or  included  in  the  physicians'  bills; 

(B)  hospital  services  (including  drugs  and  biologicals  which 
cannot,  as  determined  in  accordance  with  regulations,  be  self- 
administered)  incident  to  physicians'  services  rendered  to  out- 
patients ; 

(C)  diagnostic  services  which  are — 

(i)  furnished  to  an  individual  as  an  outpatient  by  a  hos- 
pital or  by  others  under  arrangements  with  them  made  by  a 
hospital,  and 

1  Applies  to  admissions  occurring  after  the  second  month  following  the  month  of 
enactment. 

a  Applies  only  with  respect  to  services  performed  on  or  after  the  date  of  enactment. 
3  Applies  to  services  furnished  after  June  30.  1973. 

*  Applies  to  services  furnished  with  respect  to  admissions  occurring  after  December  31, 
1972. 
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(ii)  ordinarily  furnished  by  such  hospital  (or  by  others 
under  such  arrangements)  to  its  outpatients  for  the  purpose 
of  diagnostic  study   and  ; 
(D)  outpatient  physical  therapy  services ; 

(3)  diagnostic  X-ray  tests  (including  tests  under  the  super- 
vision of  a  physician,  furnished  in  a  place  of  residence  used  as 
the  patient's  home,  if  the  performance  of  such  tests  meets  such 
conditions  relating  to  health  and  safety  as  the  Secretary  may  find 
necessary),  diagnostic  laboratory  tests,  and  other  diagnostic  tests; 

(4)  X-ray,  radium,  and  radioactive  isotope  therapy,  including 
materials  and  services  of  technicians ; 

(5)  surgical  dressings,  and  splints,  casts,  and  other  devices  used 
for  reduction  of  fractures  and  dislocations ; 

(6)  durable  medical  equipment,  including  iron  lungs,  oxygen 
tents,  hospital  beds,  and  wheelchairs  used  in  the  patient's  home 
(including  an  institution  used  as  his  home  other  than  an  institu- 
tion that  meets  the  requirements  of  subsection  (e)(1)  or  (j)(l) 
of  this  section),  whether  furnished  on  a  rental  basis  or  purchased; 

(7)  ambulance  service  where  the  use  of  other  methods  of 
transportation  is  contraindicated  by  the  individual's  condition, 
but  only  to  the  extent  provided  in  regulations ; 

(8)  prosthetic  devices  (other  than  dental)  which  replace  all  or 

part  of  an  internal  body  organ  (inchiding  colostomy  hags  and         .  / 
„       /  \  supplies  directly  related  to  colostomy  care)  including  replace-  — 1 

%<Lo<-\°-)  ment  of  such  devices;  and 

(9)  leg,  arm,  back,  and  neck  braces,  and  artificial  legs,  arms, 
and  eyes,  including  replacements  if  required  because  of  a  change 
in  the  patient's  physical  condition. 

No  diagnostic  tests  performed  in  any  laboratory  which  is  independent 
of  a  physician's  office  or  a  hospital  (which,  for  purposes  of  this  sen- 
tence, means  an  institution  considered  a  hospital  for  purposes  of  sec- 
tion 1814(d))  shall  be  included  within  paragraph  (3)  unless  such 
laboratory — 

(10)  if  situated  in  any  State  in  which  State  or  applicable  local 
law  provides  for  licensing  of  establishments  of  this  nature,  (A) 
is  licensed  pursuant  to  such  law,  or  (B)  is  approved,  by  the  agency 
of  such  State  or  locality,  responsible  for  licensing  establishments 
of  this  nature,  as  meeting  the  standards  established  for  such 
licensing;  and 

(11)  meets  such  other  conditions  relating  to  the  health  and 
safety  of  individuals  with  respect  to  whom  such  tests  are  per- 
formed as  the  Secretary  may  find  necessary. 

There  shall  be  excluded  from  the  diagnostic  services  specified  in 
paragraph  (2)  (C)  any  item  or  service  (except  services  referred  to  in 
paragraph  ( 1 ) )  which — 

(12)  would  not  be  included  under  subsection  (b)  if  it  were  fur- 
nished to  an  inpatient  of  a  hospital;  or 


1/  Applies  to  items  furnished  on  or  after  date  of  enactment. 


Sec.  1861  (v) 


(13)  is  furnished  under  arrangements  referred  to  in  such  para- 
graph (2)  (C)  unless  furnished  in  the  hospital  or  in  other  facili- 
ties operated  by  or  under  the  supervision  of  the  hospital  or  its 
organized  medical  staff. 
Xone  of  the  items  and  services  referred  to  in  the  preceding  paragraphs 
(other  than  paragraphs  (1)  and  (2)  (A) )  of  this  subsection  which  are 
furnished  to  a  patient  of  an  institution  which  meets  the  definition  of 
a  hospital  for  purposes  of  section  1814(d)  shall  be  included  unless 
such  other  conditions  are  met  as  the  Secretary  may  find  necessary 
relating  to  health  and  safety  of  individuals  with  respect  to  whom  such 
items  and  services  are  furnished. 

Drugs  and  Biologicals 

(t)  The  term  "drugs"  and  the  term  "biologicals",  except  for  pur- 
poses of  subsection  (m)  (5)  of  this  section,  include  only  such  drugs 
and  biologicals,  respectively,  as  are  included  (or  approved  for  inclu- 
sion) in  the  United  States  Pharmacopoeia,  the  National  Formulary, 
or  the  United  States  Homeopathic  Pharmacopoeia,  or  in  New  Drugs 
or  Accepted  Dental  Remedies  (except  for  any  drugs  and  biologicals 
unfavorably  evaluated  therein),  or  as  are  approved  by  the  pharmacy 
and  drug  therapeutics  committee  (or  equivalent  committee)  of  the 
medical  staff  of  the  hospital  furnishing  such  drugs  and  biologicals 
for  use  in  such  hospitals. 


Provider  of  Services 

{?27«  (u)  The  term  "provider  of  services"  means  a  hospital,  [extended 

care]  skilled  nursing  facility,  [or]  home  health  agency, 
§227(d)  (l)  f0V  PurP0Ses  of  section  1814(g)  and  section  1835(e),  a  fund.3 

Reasonable  Cost 

( v )  ( 1 )  ( A )    '  rhe  reasonable  cost 

of  any  services  shall  be  the  cost  ac- 
tually incurred,  excluding  therefrom  any  part  of  incurred  cost  found 
to  be  unnecessary  in  the  efficient  delivery  of  needed  health  services, 
§223(a)        and  shall  be  5  determined  in  accordance  with  regulations  establishing 
the  method  or  methods  to  be  used,  and  the  items  to  be  included,  in 

1  Applies  to  eligible  drills  furnished  on  and  after  July  1,  1973. 

3  Applies  to  accounting  periods  beginning'  after  December  01,  10TQ. 

*  Effective  with  respect  to  accounting  periods  beginning  after  December  31,  1972. 


Sec. 1861(v) 


§223(b) 

§223(c) 
§223(d) 


determining  such  costs  for  various  types  or  classes  of  institutions, 
agencies,  and  services;  except  that  in  any  case  to  which  paragraph 
(2)  or  (3)  applies,  the  amount  of  the  payment  determined  under 
such  paragraph  with  respect  to  the  services  involved  shall  be  con- 
sidered the  reasonable  cost  of  such  services.  In  prescribing  the  regula- 
tions referred  to  in  the  preceding  sentence,  the  Secretary  shall  con- 
sider, among  other  things,  the  principles  generally  applied  by  na- 
tional organizations  or  established  prepayment  organizations  (which 
have  developed  such  principles)  in  computing  the  amount  of  payment, 
to  be  made  by  persons  other  than  the  recipients  of  services,  to  providers 
of  services  on  account  of  services  furnished  to  such  recipients  by 
such  providers.  Such  regulations  may  provide  for  determination  of 
the  costs  of  services  on  a  per  diem,  per  unit,  per  capita,  or  other  basis, 
may  provide  for  using  different  methods  in  different  circumstances, 
may  provide  for  the  use  of  estimates  of  costs  of  particular  items  or 
services[,]  may  provide  for  the  establishment  of  limits  on  the  direct  or 
indirect  overall  incurred  costs  or  incurred  costs  of  specific  items  or 
services  or  groups  of  items  or  services  to  be  recognized  as  reasonable 
based  on  estimates  of  the  costs  necessary  in  the  efficient  delivery  of 
needed  health  services  to  individuals  covered  by  the  insurance  pro- 
grams established  under  this  title,1  and  may  provide  for  the  use  of 
charges  or  a  percentage  of  charges  where  this  method  reasonably 
reflects  the  costs.  Such  regulations  shall  [(A)  take]  (i)  take  into  ac- 
count both  direct  and  indirect  costs  of  providers  of  services  (excluding 
therefrom  any  such  costs,  including  standby  costs,  which  are  deter- 
mined in  accordance  with  regulations  to  be  unnecessary  in  the  effi- 
cient delivery  of  services  covered  by  the  insurance  programs  estab- 
lished under  this  title)  2  in  order  that,  under  the  methods  of  deter- 
mining costs,  the  [costs  with  respect]  necessary  costs  of  efficiently 
delivering  covered  services  3  to  individuals  covered  by  the  insurance 
programs  established  by  this  title  will  not  be  borne  by  individuals  not 


will  not  be  borne  by  such  insurance  programs,  and  [(B)  provide] 
(ii)  provide  for  the  making  of  suitable  retroactive  corrective  adjust- 
ments where,  for  a  provider  of  services  for  any  fiscal  period,  the  aggre- 
gate reimbursement  produced  by  the  methods  of  determining  costs 
proves  to  be  either  inadequate  or  excessive. 

(B)  Such  regulations  in  the  case  of  extended  care  services  furnished 
by  proprietary  facilities  shall  include  provision  for  specific  recognition 
ox  a  reasonable  return  on  equity  capital?  including  necessary  working 
capital,  invested  in  the  facility  and  used  in  the  furnishing  of  such  serv- 
ices, in  lieu  of  other  allowances  to  the  extent  that  they  reflect  similar 
items.  The  rate  of  return  recognized  pursuant  to  the  preceding  sen- 
tence for  determining  the  reasonable  cost  of  any  services  furnished  in 
any  fiscal  period  shall  not  exceed  one  and  one-half  times  the  average 
of  the  rates  of  interest,  for  each  of  the  months  any  part  of  which  is  in- 
cluded in  such  fiscal  period,  on  obligations  issued  for  purchase  by  the 
Federal  Hospital  Insurance  Trust  Fund. 

(C)  Where  a  hospital  has  an  arrangement  with  a  medical  school 


1  Effective  with  respect  to  accounting  periods  beginning  nfter  December  31,  1972. 

2  EiToctive  with  respect  to  accounting  periods  beginning  after  December  31,  1972. 
s  Effective  with  respect  to  accounting  periods  beginning  after  December  31,  1972. 
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under  which  the  faculty  of  such  school  provides  services  at  such  liospi- 
tal,  an  amount  not  in  excess  of  the  reasonable  cost  of  such  services  to 
the  medical  school  shall  be  included  in  determining  the  reasonable  cost 
to  the  hospital  of  furnishing  services — 

(i)  for  which  payment  may  be  made  under  part  A,  but  only  if 

(I)  payment  for  such  services  as  furnished  under  such  ar- 
rangement would  be  made  under  part  A  to  the  hospital  had 
such  services  been  furnished  by  the  hospital,  and 

(II)  such  hospital  pays  to  the  medical  school  at  least  the 
reasonable  cost  of  such  services  to  the  medical  school,  or 

(ii)  for  which  payment  may  be  made  under  part  B,  but  only 
if  such  hospital  pays  to  the  medical  school  at  least  the  reasonable 
cost  of  such  services  to  the  medical  school} 

(D)  Where  (i)  physicians  furnish  services  which  are  either  inpa- 
tient hospital  services  (including  services  in  conjunction  with  the 
teaching  programs  of  such  hospital)  by  reason  of  paragraph  (7)  of 
subsection  (b)  or  for  which  entitlement  exists  by  reason  of  clause  (II) 
of  section  1832(a)  (2)  (B)  (i)  and  (ii)  such  hospital  (or  medical 
school  under  arrangement  with  such  hospital)  incurs  no  actual  cost  in 
the  furnishing  of  such  services,  the  reasonable  cost  of  such  services 
shall  (under  regulations  of  the  Secretary)  be  deemed  to  be  the  cost  such 
hospital  or  medical  school  would  have  incurred  had  it  paid  a  salary  to 
such  physicians  rendering  such  services  approximately  equivalent  to 
the  average  salary  paid  to  all  physicians  employed  by  such  hospital 
(or  if  such  employment  does  not  exist,  or  is  minimal  in  such  hospital, 
by  similar  hospitals  in  a  geographic  area  of  sufficient  size  to  assure 

e 227(c)        reasonable  inclusion  of  sufficient  physicians  in  development  of  such 
average  salary ) . 2 

(E)  Such  regulations  may,  in  the  case  of  skilled  nursing  facilities 
in  any  State,  provide  for  the  uses  of  rates,  developed  by  the  State  in 
which  such  facilities  are  located,  for  the  payment  of  the  cost  of  skilled 
nursing  facility  services  furnished  under  the  State's  plan  approved 
under  title  XIX  (and  such  rates  may  be  increased  by  the  Secretary 
on  a  class  or  size  of  institution  or  on  a  geographical  basis  by  a  per- 
centage factor  not  in  excess  of  10  percent  to  take  into  account  deter- 
minable items  or  services  or  other  requirements  under  this  title  not 
otherwise  included  in  the  computation  of  such  State  rates),  if  the 
Secretary  finds  that  such  rates  are  reasonably  related  to  (but  not  nec- 
essarily limited  to)  analyses  undertaken  by  such  State  of  costs  of  care 
in  comparable  facilities  in  such  State;  except  that  the  foregoing  pro- 
visions of  this  subparagraph  shall  not  apply  to  any  skilled  nursing 
facility  in  such  State  if — 

(i)  such  facility  is  a  distinct  part  of  or  directly  operated  by  a 
hospital,  or 

(ii)  such  facility  operates  in  a  close,  formal  satellite  relation- 
§  2 U9  ( b)            ship  ( as  defined  in  regulations  of  the  Secretary )  with  a  participat- 
ing hospital  or  hospitals. 

Notwithstanding  the  previous  provisions  of  this  paragraph  in  the  case 
of  a  facility  specified  in  clause  (ii)  of  this  subparagraph,  the  reason- 


1  Applies  to  accounting  periods  beginning  after  Drmubci  01 .  If  72.     j/>  '    \q  f 

2  Applies  to  accounting  periods  beginning  after  DiiuuLin  91,  1072:  11/ 
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able  cost  of  any  services  furnished  by  such  facility  as  determined  by 
the  Secretary  under  this  subsection  shall  not  exceed  150  percent  of  the 
§2h9(b)         costs  determined  by  the  application  of  this  subparagraph  {without 
regard  to  such  clause  (ii))- 

Certification  and  Approval  of  Skilled  Nursing  Facilities 

(2)  (A)  If  the  bed  and  board  furnished  as  part  of  inpatient  hospital 
services  (including  inpatient  tuberculosis  hospital  services  and  in- 
patient psychiatric  hospital  services)  or  post-hospital  extended  care 
services  is  in  accommodations  more  expensive  than  semi-private  ac- 
commodations, the  amount  taken  into  account  for  purposes  of  payment 
under  this  title  with  respect  to  such  services  may  not  exceed  an  amount 
equal  to  the  reasonable  cost  of  such  services  if  furnished  in  such  semi- 
private  accommodations  unless  the  more  expensive  accommodations 
were  required  for  medical  reasons. 

(B)  Where  a  provider  of  services  which  has  an  agreement  in  effect 
under  this  title  furnishes  to  an  individual  items  or  services  which  are 
in  excess  of  or  more  expensive  than  the  items  or  services  with  respect 
to  which  payment  may  be  made  under  part  A  or  part  B,  as  the  case  may 
be,  the  Secretary  shall  take  into  account  for  purposes  of  payment  to 
such  provider  of  services  only  the  equivalent  of  the  reasonable  cost  of 
the  items  or  services  with  respect  to  which  such  payment  may  be  made. 

(3)  If  the  bed  and  board  furnished  as  part  of  inpatient  hospital 
services  (including  inpatient  tuberculosis  hospital  services  and  inpa- 
tient psychiatric  hospital  services)  or  post-hospital  extended  care  serv- 
ices is  in  accommodations  other  than,  but  not  more  expensive  than, 
semi-private  accommodations  and  the  use  of  such  other  accommoda- 
tions rather  than  semi-private  accommodations  was  neither  at  the  re- 
quest of  the  patient  nor  for  a  reason  which  the  Secretary  determines  is 
consistent  with  the  purposes  of  this  title,  the  amount  of  the  payment 
with  respect  to  such  bed  and  board  under  part  A  shall  be  the  reasonable 
cost  of  such  bed  and  board  furnished  in  semi-private  accommodations 
(determined  pursuant  to  paragraph  (1) )  minus  the  difference  between 
the  charge  customarily  made  by  the  hospital  or  [extended  care]  skilled 

§278  nursing  facility  for  bed  and  board  in  semi-private  accommodations 

and  the  charge  customarily  made  by  it  for  bed  and  board  in  the  ac- 
commodations furnished. 

(4)  If  a  provider  of  services  furnishes  items  or  services  to  an  in- 
dividual which  are  eubeimitmlly  in  excess  of  or  more  expensive  than 
the  items  or  services  determined  to  be  necessary  in  the  efficient  delivery 
of  needed  health  services  and  charges  are  imposed  for  such  more  ex- 
pensive items  or  services  under  the  authority  granted  in  section  1866 
(a)  (2)  (B)  (ii),  the  amount  of  payment  with  respect  to  such  items  or 
services  otherwise  due  such  provider  in  any  fiscal  period  shall  be  re- 
duced to  the  extent  that  such  payment  plus  such  charges  exceed  the 

.  cost  actually  incurred  for  such  items  or  services  in  the  fiscal  period 

§  2  2  3  \  f )  in  which  such  charges  are  imposed.^ 

(5)  (A )  Where  physical  therapy  services,  occupational  therapy  serv- 
ices, speech  therapy  services,  or  other  therapy  services  or  services  of 
other  health-related  personnel  (other  than  physicians)  are  furnished 
under  an  arrangement  xoith  a  provider  of  services  or  other  organiza- 


1  Effective  with  respect  to  accounting  periods  beginning  after  December  31,  1972. 
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tion  specified  in  the  first  sentence  of  section  1861 (p),  the  amount 
included  in  any  payment  to  such  provider  or  other  organization 
under  this  title  as  the  reasonable  cost  of  such  services  (as  furnished 
under  such  arrangements)  shall  not  exceed  an  amount  equal  to 
the  salary  which  would  reasonably  have  been  paid  for  such  services 
(together  vjith  any  additional  costs  that  would  have  been  incurred  by 
§251  (c)  the  provider  or  other  organization)  to  the  person  performing  them  if 

they  had  been  performed  in  an  employment  relationship  with  such 
provider  or  other  organization  (rather  than  under  such  an^angement) 
plus  the  cost  of  such  other  expenses  (including  a  reasonable  allowance 
for  travel  time  and  other  reasonable  types  of  expense  related  to  any 
differences  in  acceptable  methods  of  organization  for  the  provision 
of  such  therapy)  incurred  by  such  person,  as  the  Secretary  may  in 
regulations  determine  to  be  appropriate.1 

(B)  Notwithstanding  the  provisions  of  subparagraph  (A),  if  a 
provider  of  services  or  other  organization  specified  in  the  first  sen- 
tence of  section  1861  (p)  requires  the  services  of  a  therapist  on  a  lim- 
ited part-time  basis,  or  only  to  perform  intermittent  services,  the 
Secretary  may  make  payment  on  the  basis  of  a  reasonable  rate  per  unit 
of  service,  even  though  such  rate  is  greater  per  unit  of  time  than  salary 
§25l (c)  related  amounts,  where  he  finds  that  such  greater  payment  is,  in  the 
aggregate,  less  than  the  amount  that  would  have  been  paid  if  such 
organization  had  employed  a  therapist  on  a  full-  or  part-time  salary 
basis.2 

(6)  £4]  For  purposes  of  this  subsection,  the  term,  "semi- 
private  accommodations"  means  two-bed,  three-bed,  or  four-bed 
accommodations. 

(7)  For  limitation  on  Federal  participation  for  capital  expenditures 
ppp-,  /  \  / 1  \     which  are  out  of  conformity  with  a  comprehensive  plan  of  a  State  or 

v.  MU;     areawide  planning  agency ,  see  section  1122. 

Arrangements  for  Certain  Services 

(w)  The  term  "arrangements"  is  limited  to  arrangements  under 
which  receipt  of  payment  by  the  hospital,  [extended  care]  a  skilled 
§278  nursing  facility,  or  home  health  agency  (whether  in  its  own  right  or  as 

agent),  with  respect  to  services  for  which  an  individual  is  entitled  to 
have  payment  made  under  this  title,  discharges  the  liability  of  such 
individual  or  any  other  person  to  pay  for  the  services. 

State  and  United  States 

(x)  The  terms  "State"  and  "United  States"  have  the  meaning  given 
to  them  by  subsections  (h)  and  (i),  respectively,  of  section  210. 

§278  Post-Hospital  Extended  Care  in  Christian  Science  [extended  care]  Skilled 

Nursing  Facilities 

(y)  (1)  The  term  "[extended  care]  skilled  nursing  facility"  also  in- 
cludes a  Christian  Science  sanatorium  operated,  or  listed  and  certified, 

i  Effective  with  respect  to  accounting  periods  beginning  on  or  after  December  31,  1ftT2 
'-  Effective  with  respect  to  accounting  periods  beginning  on  or  after  December  dl,  Ui-. 
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by  the  First  Church  of  Christ,  Scientist,  Boston,  Massachusetts,  but 
only  (except  for  purposes  of  subsection  (a)  (2) )  with  respect  to  items 
and  services  ordinarily  furnished  by  such  an  institution  to  inpatients, 
and  payment  may  be  made  with  respect  to  services  provided  by  or  in 
such  an  institution  only  to  such  extent  and  under  such  conditions, 
limitations,  and  requirements  (in  addition  to  or  in  lieu  of  the  condi- 
tions, limitations,  and  requirements  otherwise  applicable)  as  may  be 
provided  in  regulations. 

(2)  Notwithstanding  any  other  provision  of  this  title,  payment  un- 
der part  A  may  not  be  made  for  services  furnished  an  individual  in 
[an  extended  care]  a  skilled  nursing  facility  to  which  paragraph  (1) 
applies  unless  such  individual  elects,  in  accordance  with  regulations, 
for  a  spell  of  illness  to  have  such  services  treated  as  post-hospital  ex- 
tended care  services  for  purposes  of  such  part ;  and  payment  under 
part  A  may  not  be  made  for  post-hospital  extended  care  services — 

(A)  furnished  an  individual  during  such  spell  of  illness  in  [an 
extended  care]  a  skilled  nursing  facility  to  which  paragraph  (1) 
applies  after — 

(i)  such  services  have  been  furnished  to  him  in  such  a 
facility  for  30  days  during  such  spell,  or 

(ii)  such  services  have  been  furnished  to  him  during  such 
spell  in  [an  extended  carej  a  skilled  nursing  facility  to  which 
such  paragraph  does  not  apply ;  or 

(B)  furnished  an  individual  during  such  spell  of  illness  in  [an 
extended  care]  a  skilled  nursing  facility  to  which  paragraph  (1) 
does  not  apply  after  such  services  have  been  furnished  to  him 
during  such  spell  in  [an  extended  care]  a  skilled  nursing  facility 
to  which  such  paragraph  applies. 

(3)  The  amount  payable  under  part  A  for  post-hospital  extended 
care  services  furnished  an  individual  during  any  spell  of  illness  in  [an 
extended  care]  a  skilled  nursing  facility  to  which  paragraph  (1)  ap- 
plies shall  be  reduced  by  a  coinsurance  amount  equal  to  one-eighth  of 
the  inpatient  hospital  deductible  for  each  day  before  the  31st  day  on 
which  he  is  furnished  such  services  in  such  a  facility  during  such  spell 
(and  the  reduction  under  this  paragraph  shall  be  in  lieu  of  any  reduc- 
tion under  section  1813(a)  (3) ). 

(4)  For  purposes  of  subsection  (i),  the  determination  of  whether 
services  furnished  by  or  in  an  institution  described- in  paragraph  (1) 
constitute  post-hospital  extended  care  services  shall  be  made  in  ac- 
cordance with  and  subject  to  such  conditions,  limitations,  and  require- 
ments as  may  be  provided  in  regulations. 

Institutional  Planning 1 

(z)  An  overall  plan  and  budget  of  a  hospital,  skilled  nursing  fa- 
cility, or  home  health  agency  shall  be  considered  sufficient  if  it — 

(1)  provides  for  an  annual  operating  budget  which  includes  all 
anticipated  income  and  expenses  related  to  items  which  would, 
under  generally  accepted  accounting  principles,  ^e  considered, 
income  and  expense  items  (except  that  nothing  in  this  paragraph 
shall  require  that  there  be  prepared,  in  connection  with  any 


1  Antilles  to  anv  provider  of  services  for  fiscal  years  (of  such  provider)  beginning  after 
the  fifth  month  following  the  month  of  enactment. 
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budget,  an  item-by-item  identification  of  the  components  of  each 
type  of  anticipated  expenditure  or  income) ; 

(2)  provides  for  a  capital  expenditures  plan  for  at  least  a  3-year 
period  (including  the  year  to  which  the  operating  budget  de- 
scribed in  subparagraph  (1)  is  applicable)  which  includes  and 
identifies  in  detail  the  anticipated  sources  of  financing  for,  and 
the  objectives  of,  each  anticipated  expenditure  in  excess  of  $100,- 
000  related  to  the  acquisition  of  land,  the  improvement  of  land, 
buildings,  and  equipment,  and  the  replacement,  modernization, 
and  expansion  of  buildings  and  equipment  which  would,  under 
generally  accepted  accounting  principles,  be  considered  capital 
items; 

(3)  provides  for  reviev)  and  updating  at  least  annually ;  and 

(4)  is  prepared,  under  the  direction  of  the  governing  body  of 
the  institution  or  agency,  by  a  committee  consisting  of  representa- 
tives of  the  governing  body,  the  administrative  staff,  and  the 
medical  staff  (if  any)  of  the  institution  or  agency. 


Exclusions  From  Coverage 

Sec.  1862.  (a)  Notwithstanding  any  other  provisions  of  this  title,  no 
payment  ma}'  be  made  under  part  A  or  part  B  for  any  expenses  in- 
curred for  items  or  services — 

(1)  which  are  not  reasonable  and  necessary  for  the  diagnosis  or 
treatment  of  illness  or  injury  or  to  improve  the  functioning  of  a 
malformed  body  member ; 

(2)  for  which  the  individual  furnished  such  items  or  services 


1/  Applies  to  fiscal  years  beginning  after  fifth  month  following  month 
of  enactment. 
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has  no  legal  obligation  to  pay,  and  which  no  other  person  (by 
reason  of  such  individual's  membership  in  a  prepayment  plan  or 
otherwise)  has  a  legal  obligation  to  provide  or  pay  for ; 

(3)  which  are  paid  for  directly  or  indirectly  by  a  governmental 
entity  (other  than  under  this  Act  and  other  than  under  a  health 
benefits  or  insurance  plan  established  for  employees  of  such  an 
entity),  except  in  such  cases  as  the  Secretary  may  specify; 

(4)  which  are  not  provided  within  the  United  States  (except 
for  [emergency]!  inpatient  hospital  services  furnished  outside  the 
United  States  under  the  conditions  described  in  section  1814(f) 
and,  subject  to  such  conditions,  limitations,  and  requirements  as 
are  provided  under  or  pursuant  to  this  title,  physicians''  services 

§ 211(c)  (1)  and  ambulance  services  furnished  an  individual  in  conjunction 

with  such  inpatient  hospital  services  but  only  for  the  period  dur- 
ing which  such  lit/patient  hospital  services  were  furnished)  ; 1 

(5)  which  are  required  as  a  result  of  war,  or  of  an  act  of  war, 
occurring  after  the  effective  date  of  such  individual's  current 
coverage  under  such  part ; 

(6)  which  constitute  personal  comfort  items ; 

(7)  where  such  expenses  are  for  routine  physical  checkups, 
eyeglasses  or  eye  examinations  for  the  purpose  of  prescribing, 
fitting,  or  changing  eyeglasses,  procedures  performed  (during  the 
course  of  any  eye  examination)  to  determine  the  refractive  state 
of  the  eyes,  hearing  aids  or  examinations  therefor,  or 
immunizations; 

(8)  where  such  expenses  are  for  orthopedic  shoes  or  other  sup- 
portive devices  for  the  feet ; 

(9)  where  such  expenses  are  for  custodial  care ; 

(10)  where  such  expenses  are  for  cosmetic  surgery  or  are  in- 
curred in  connection  therewith,  except  as  required  for  the  prompt 
repair  of  accidental  injury  or  for  improvement  of  the  functioning 
of  a  malformed  body  member ; 

(11)  where  such  expenses  constitute  charges  imposed  by  im- 
mediate relatives  of  such  individual  or  members  of  his  household; 

(12)  where  such  expenses  are  for  services  in  connection  with  the 
care,  treatment,  filling,  removal,  or  replacement  of  teeth  or  struc- 
tures directly  supporting  teeth,  except  that  payment  may  be  made 
under  part  A  in  the  case  of  inpatient  hospital  services  in  connec- 

§2^6 (c)  tion  with  a  dental  procedure  where  the  individual  suffers  from 

impairments  of  such  severity  as  to  require  hospitalization; 2  or 

(13)  where  such  expenses  are  for — 

(A)  the  treatment  of  flat  foot  conditions  and  the  prescrip- 
tion of  supportive  devices  therefor, 

(B)  the  treatment  of  subluxations  of  the  foot,  or 

(0)  routine  foot  care  (including  the  cutting  or  removal  of 
corns,  warts,  or  calluses,  the  trimming  of  nails,  and  other 
routine  hygienic  care), 
(b)  Payment  under  this  title  may  not  be  made  with  respect  to  any 
item  or  service  to  the  extent  that  payment  has  been  made,  or  can 

1  Applies  to  services  furnished  with  respect  to  admissions  occurring  after  Dec.  31, 
1972. 

2  Applies  to  admissions  occurring  after  the  second  month  following  the  month  of  en 
actment. 
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reasonably  be  expected  to  be  made  (as  determined  in  accordance  with 
regulations) ,  with  respect  to  such  item  or  service,  under  a  workmen's 
compensation  law  or  plan  of  the  United  States  or  a  State.  Any  payment 
under  this  title  with  respect  to  any  item  or  service  shall  be  condi- 
tioned on  reimbursement  to  the  appropriate  Trust  Fund  established  by 
this  title  when  notice  or  other  information  is  received  that  payment 
for  such  item  or  service  has  been  made  under  such  a  law  or  plan. 

(c)  No  payment  may  be  made  under  this  title  with  respect  to  any 
item  or  service  furnished  to  or  on  behalf  of  any  individual  on  or  after 
January  1, 1975,  if  such  item  or  service  is  covered  under  a  health  bene- 
fits plan  in  which  such  individual  is  enrolled  under  chapter  89  of  title 
6,  United  States  Code,  unless  prior  to  the  date  on  which  such  item  or 
service  is  so  furnished  the  Secretary  shall  have  determined  and  certi- 
fied that  such  plan  or  the  Federal  employees  health  benefits  program 
under  chapter  89  of  such  title  5  has  been  modified  so  as  to  assure  that — 

(1)  there  is  available  to  each  Federal  employee  or  annuitant 
enrolled  in  such  plan,  upon  becoming  entitled  to  benefits  under 
part  A  or  B,  or  both  parts  A  and  B  of  this  title,  in  addition  to  the 
health  benefits  plans  available  before  he  becomes  so  entitled,  one 
or  more  health  benefits  plans  which  offer  protection  supplement- 
ing the  protection  he  has  under  this  title,  and 

(2)  the  Government  or  such  plan  will  make  available  to  such 
Federal  employee  or  annuitant  a  contribution  in  an  amount  at 
least  equal  to  the  contribution  which  the  Government  makes  to- 
ward the  health  insurance  of  any  employee  or  annuitant  enrolled 
for  high  option  coverage  under  the  Government-wide  plans  estab- 
lished under  chapter  89  of  such  title  5,  with  such  contribution 
being  in  the  form  of  (A)  a  contribution  toward  the  supplemen- 
tary protection  referred  to  in  paragraph  (1),  (B)  a  payment  to  or 
on  behalf  of  such  employee  or  annuitant  to  offset  the  cost  to  him 

§210  of  his  coverage  under  this  title,  or  (C)  a  combination  of  such  con- 

tribution and  such  payment. 

(d)  (1)  No  payment  may  be  made  under  this  title  with  respect  to 
any  item  or  services  furnished  to  an  individual  by  a  person  where  the 
Secretary  determines  under  this  subsection  that  such  person — 

(A)  has  knowingly  and  willfully  made,  or  caused  to  be  made, 
any  false  statement  or  representation  of  a  material  fact  for  use 
in  an  application  for  payment  under  this  title  or  for  use  in  deter- 
mining the  right  to  a  payment  under  this  title; 

(B)  has  submitted  or  earned  to  be  submitted  (except  in  the  case 
of  a  provider  of  services) ,  bills  or  requests  for  payment  under  this 
title  containing  charges  (or  in  applicable  cases  requests  for  pay- 
ment of  costs  to  such  person)  for  services  rendered  which  the 
Secretary  finds,  with  the  concurrence  of  the  appropriate  program 
review  team  appointed  pursuant  to  paragraph  (4),  to  be  substan- 
tially in  excess  of  such  person's  customary  charges  (or  in  appli- 
cable cases  substantially  in  excess  of  such  person's  costs)  for  such 
services,  unless  the  Secretary  finds  there  is  good  cause  for  such 
bills  or  requests  containing  such  charges  (or  in  applicable  cases, 
such  costs) ;  or 

(C)  has  furnished  services  or  supplies  which  are  determined  by 
the  Secretary,  with  the  concurrence  of  the  members  of  the  appro- 
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priate  program  review  team  appointed  pursuant  to  paragraph  (4) 
who  are  physicians  or  other  professional  personnel  in  the  health 
care  field,  to  be  substantially  in  excess  of  the  needs  of  individuals 
or  to  be  harmful  to  individuals  or  to  be  of  a  grossly  inferior 
quality. 

(2)  A  determination  made  by  the  Secretary  under  this  subsection 
shall  be  effective  at  such  time  and  upon  such  reasonable  notice  to  the 
public  and  to  the  person  furnishing  the  services  involved  as  may  be 
specified  in  regulations.  Such  determination  shall  be  effective  with 
respect  to  services  furnished  to  an  individual  on  or  after  the  effective 
date  of  such  determination  {except  that  in  the  case  of  inpatient  hospi- 
tal services,  post-hospital  extended  care  services,  and  home  health  serv- 
ices such  determination  shall  be  effective  in  the  manner  provided  in 
section  1866(b)  (3)  and  (4)  with  respect  to  terminations  of  agree- 
ments), and  shall  remain  in  effect  until  the  Secretary  finds  and  gives 
reasonable  notice  to  the  public  that  the  basis  for  such  determination 
has  been  removed  and  that  there  is  reasonable  assurance  that  it  will 
not  recur. 

(3)  Any  person  furnishing  services  described  in  paragraph  (1)  who 
is  dissatisfied  with  a  determination  made  by  the  Secretary  under  this 
subsection  shall  be  entitled  to  reasonable  notice  and  opportunity  for  a 
hearing  thereon  by  the  Secretary  to  the  same  extent  as  is  provided  in 
section  205(b),  and  to  judicial  review  of  the  Secretary's  final  decision 
after  such  hearing  as  is  provided  in  section  205(g). 

(4)  For  the  purposes  of  paragraph  (1)  (B)  and  (C)  of  this  sub- 
section, and  clause  (F)  of  section  1866(b)(2),  the  Secretary  shall, 
after  consultation  with  appropriate  State  and  local  professional  so- 
cieties, the  appropriate  carriers  and  intermediaries  utilized  in  the  ad- 
ministration of  this  title,  and  consumer  representatives  familiar  with 
the  health  needs  of  residents  of  the  State,  appoint  one  or  more  pro- 
gram review  teams  (composed  of  physicians,  other  professional  per- 
sonnel in  the  health  care  field,  and  consumer  representatives)  in  each 
State  which  shall,  among  other  things — 

(A)  undertake  to  review  such  statistical  data  on  program  utili- 
zation as  may  be  submitted  by  the  Secretary, 

(B)  submit  to  the  Secretary  periodically,  as  may  be  prescribed 
in  regulations,  a  report  on  the  results  of  such  review,  together 
with  recommendations  with  respect  thereto, 

(C)  undertake  to  review  particular  cases  where  there  is  a  likeli- 
hood that  the  person  or  persons  furnishing  services  and  supplies 
to  individuals  may  come  within  the  provisions  of  paragraph  (1) 
(B)  and  (C)  of  this  subsection  or  clause  (F)  of  section  1866(b) 
(2),  and 

(D)  submit  to  the  Secretary  periodically,  as  may  be  prescribed 
in  regulations,  a  report  of  cases  reviewed  pursuant  to  subpara- 
graph (G)  along  with  an  analysis  of,  and  recommendations  with 
respect  to,  such  cases. 

Consultation  With  State  Agencies  and  Other  Organizations  To 
Develop  Conditions  of  Participation  for  Providers  of  Services 

Sec.  1863.  In  carrying  out  his  functions,  relating  to  determination  of 

conditions  of  participation  by  providers  of  services,  under  subsections 


Sec.  im 


(e)(8),  (f)(4),  (g)(4),  (j) (10),  and  (o) (5) 

of  section  1861,  the  Secretary  shall 
consult  with  the  Health  Insurance  Benefits  Advisory  Council  estab- 
lished by  section  1867,  appropriate  State  agencies,  and  recognized 
national  listing  or  accrediting  bodies,  and  may  consult  with  appropri- 
ate local  agencies.  Such  conditions  prescribed  under  any  of  such  sub- 
sections may  be  varied  for  different  areas  or  different  classes  of  insti- 
tutions or  agencies  and  may,  at  the  request  of  a  State,  provide  higher 
requirements  for  such  State  than  for  other  States;  except  that,  in 
the  case  of  any  State  or  political  subdivision  of  a  State  which  imposes 
higher  requirements  on  institutions  as  a  condition  to  the  purchase  of 
services  (or  of  certain  specified  services)  in  such  institutions  under  a 
State  plan  approved  under  title  I,  XVI,  or  XIX,  the  Secretary  shall 
impose  like  requirements  as  a  condition  to  the  payment  for  services 
(or  for  the  services  specified  by  the  State  or  subdivision)  in  such 
institutions  in  such  State  or  subdivision. 

Use  of  State  Agencies  To  Determine  Compliance  by  Providers  of 
Services  With  Conditions  of  Participation 

Sec.  1864.  (a)  The  Secretary  shall  make  an  agreement  with  any 
State  which  is  able  and  willing  to  do  so  under  which  the  services  of  the 
State  health  agency  or  other  appropriate  State  agency  (or  the  ap- 
propriate local  agencies)  will  be  utilized  by  him  for  the  purpose  of 
determining  whether  an  institution  therein  is  a  hospital  or  [extended 
§278  care  J  skilled  nursing  facility,  or  whether  an  ngency  therein  is  a  home 

health  agency,  or  whether  a  laboratory  meets  the  requirements  of  para- 
graphs (10)  and  (11)  of  section  1861  (s),  or  whether  a  clinic,  rehabili- 
tation agency 

or  public  health  agency  meets  the 
requirements  of  subparagraph  (A)  or  (B),  as  the  case  may  be,  of  sec- 
tion 1861  (p)  (4).  To  the  extent  that  the  Secretary  finds  it  appropriate, 
an  institution  or  agency  which  such  a  State  (or  local)  agency  certifies 
is  a  hospital,  [extended  care]  skilled  nursing  facility,  or  home  health 
agency  (as  those  terms  are  defined  in  section  1861)  may  be  treated  as 
such  by  the  Secretary.  Any  State  agency  which  has  such  an  agreement 
may  (subject  to  approval  of  the  Secretary)  furnish  to  a  skilled  nursing 
facility,  after  proper  request  by  such  facility,  such  specialized  consul- 
tative services  (which  such  agency  is  able  and  willing  to  furnish  in  a 
manner  satisfactory  to  the  Secretary)  as  such  facility  may  need  to  meet 
one  or  more  of  the  conditions  specified  in  section  1861  (j).  Any  such 
services  furnished  by  a  State  agency  shall  be  deemed  to  have  been  fur- 
§277  nished  pursuant  to  such  agreement.  Within  90  days  following  the  com- 

pletion of  each  survey  of  any  health  care  facility,  laboratory,  clinic, 
agency,  or  organization  by  the  appropriate  State  or  local  agency  de- 
scribed in  the  first  sentence  of  this  subsection,  the  Secretary  shall  make 
public  in  readily  available  form  and  place  the  pertinent  findings  of 
each  such  surrey  relating  to  the  compliance  of  each  such  health  care 
facility,  laboratory,  clinic,  agency,  or  organization  with  (1)  the  statu- 
tory conditions  of  participation  imposed  under  this  title  and  (2)  the 
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major  additional  conditions  which  the  Secretary  finds  necessary  in 
the  interest  of  health  and  safety  of  individuals  who  are  furnished  care 
or  services  by  any  such  facility,  laboratory,  clinic,  agency,  or 
organization. 

(b)  The  Secretary  shall  pay  any  such  State,  in  advance  or  by  way 
of  reimbursement,  as  may  be  provided  in  the  agreement  with  it  (and 
may  make  adjustments  in  such  payments  on  account  of  overpayments 
or  underpayments  previously  made),  for  the  reasonable  cost  of  per- 
forming the  functions  specified  in  subsection  (a),  and  for  the  Federal 
Hospital  Insurance  Trust  Fund's  fair  share  of  the  costs  attributable 
to  the  planning  and  other  efforts  directed  toward  coordination  of  activ- 
ities in  carrying  out  its  agreement  and  other  activities  related  to  the 
provision  of  services  similar  to  those  for  which  payment  may  be  made 
under  part  A,  or  related  to  the  facilities  and  personnel  required  for 
the  provision  of  such  services,  or  related  to  improving  the  quality  of 
such  services. 

(c)  The  Secretary  is  authorized  to  enter  into  an  agreement  with 
any  State  under  which  the  appropriate  State  or  local  agency  which 
performs  the  certification  function  described  in  subsection  (a)  will 
survey,  on  a  selective  sample  basis  (or  where  the  Secretary  finds  that 
a  survey  is  appropriate  because  of  substantial  allegations  of  the  exist- 
ence of  a  significant  deficiency  or  deficiencies  which  would,  if  found 
to  be  present,!  adversely  affect  health  and  safety  of  patients),  hospitals 
xohich  have  an  agreement  with  the  Secretary  under  section  1866  and 
which  are  accredited  by  the  Joint  Commission  on  the  Accreditation 
of  Hospitals.  The  Secretary  shall  pay  for  such  services  in  the  manner 
prescribed  in  subsection  (b). 

Effect  of  Accreditation 

[Sec.  1865.  Except  as  provided  in  the  second  sentence  of  section  1863, 
an  institution  shall  be  deemed  to  meet  the  requirements  of  the  num- 
bered paragraphs  of  section  1861(e)  (except  paragraph  (6)  thereof) 
if  such  institution  is  accredited  as  a  hospital  by  the  Joint  Commission 
on  Accreditation  of  Hospitals.  If  such  Commission,  as  a  condition  for 
accreditation  of  a  hospital,  requires  a  utilization  review  plan  or  im- 
poses another  requirement  which  serves  substantially  the  same  pur- 
pose, the  Secretary  is  authorized  to  find  that  all  institutions  so  ac- 
credited by  the  Commission  comply  also  with  section  1861(e)  (6).] 

Sec.  1865.  (a)  Except  as  provided  in  subsection  (b)  and  the  second 
sentence  of  section  1863,  if — 

(1)  an  institution  is  accredited  as  a  hospital  by  the  Joint  Com- 
mission on  Accreditation  of  Hospitals,  and 

(2)  such  institution  (if  it  is  included  within  a  survey  described 
in  section  1864(c))  authorizes  the  Commission  to  release  to  the 
Secretary  (on  a  confidential  basis)  upon  his  request  (or  ..  such 
State  agency  as  the  Secretary  may  designate)  a  copy  of  the  most 
current  accreditation  survey  of  such  institution  made  by  such 
Commission, 

then,  such  institution  shall  be  deemed  to  meet  the  requirements  of 
the  numbered  paragraphs  of  section  1861  (e) ;  except — 

(3)  paragraph  (6)  thereof,  and 


1/  Effective  6  months  after  enactment. 
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(4)  any  standard,  promulgated  by  the  Secretary  pursuant  to 
paragraph  (9)  thereof,  which  is  higher  than  the  requirements 
prescribed  for  accreditation  by  such  Commission. 
If  such  Commission,  as  a  condition  for  accreditation  of  a  hospital, 
requires  a  utilization  review  plan  {or  imposes  another  requirement 
which  serves  substantially  the  same  purpose)  or  imposes  a  standard 
which  the  Secretary  determines  is  at  least  equivalent  to  the  standard 
promulgated  by  the  Secretary  as  described  xn  paragraph  (4)  of  this 
Sol  )  subsection,  the  Secretary  is  authorized  to  find  that  all  institutions 

§dUU\b)  {±)  8Q  accredited  by  such  Commission  comply  also  with  section  1861 
(e)  (6)  or  the  standard  described  in  such  paragraph  (4)  as  the  case 
may  be.  In  addition,  if  the  Secretary  finds  that  accreditation  of  an 
institution  or  agency  by  the  American  Osteopathic  Association  or  any 
other  national  accreditation  body  provides  reasonable  assurance  that 
any  or  all  of  the  conditions  of  section  1861  (e),  (j),  or  (o),  as  the 
case  may  be,  are  met,  he  may,  to  the  extent  he  deems  it  appropriate, 
treat  such  institution  or  agency  as  meeting  the  condition  or  conditions 
with  respect  to  which  he  made  such  finding. 

(b)  Notwithstanding  any  other  provision  of  this  title,  if  the  Secre- 
tary finds  following  a  survey  made  pursuant  to  section  1864(c)  that 
an  institution  has  significant  deficiencies  (as  defined  in  regulations  per- 
taining to  health  and  safety),  such  institution  shall,  after  the  date 
of  notice  of  such  finding  to  the  hospital  and  for  such  period  as  may 
§2UU(b)(2)  be  prescribed  in  regulations,  be  deemed  not  to  meet  the  require- 
ments of  the  numbered  paragraphs  of  section  1861  (e). 

Agreements  With  Providers  of  Services 

Sec.  1866.  (a)  (1)  Any  provider  of  services  (except  a  fund  designated 
§227(d)  (2)         for  purposes  of  section  1814(g)  and  section  1835(e)  )1  shall  be  quali- 
fied to  participate  under  this  title  and  shall  be  eligible  for  payments 
under  this  title  if  it  files  with  the  Secretary  an  agreement — 

(A)  not  to  charge,  except  as  provided  in  paragraph  (2),  any 
individual  or  any  other  person  for  items  or  services  for  which  such 
individual  is  entitled  to  have  payment  made  under  this  title  (or 
for  which  he  would  be  so  entitled  if  such  provider  of  services  had 
complied  with  the  procedural  and  other  requirements  under  or 
pursuant  to  this  title  or  for  which  such  provider  is  paid  pursuant 
to  the  provisions  of  section  1814(e)),  and 

(B)  not  to  charge  any  individual  or  any  other  person  for  items 
or  services  for  which  such  individual  is  not  entitled  to  have  pay- 
ment made  under  this  title  because  payment  for  expenses  incurred 
for  such  items  or  services  may  not  be  made  by  reason  of  the  provi- 
sions of  paragraph  (1)  or  (9),  but  only  if  (i)  such  individual 
was  without  fault  in  incurring  such  expenses  and  (ii)  the  Secre- 
tary's determination  that  such  payment  may  not  be  made  for 
such  items  and  services  was  made  after  the  third  year  following 
the  year  in  which  notice  of  such  payment  was  sent  to  such  indi- 
vidual; except  that  the  Secretary  may  reduce  such  three-year 


1  Applies  to  accounting  periods  beginning  after  By  im—lnni  II If  11 
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RoQi(c)  period  to  not  less  than  one  year  if  he  finds  such  reduction  is  con- 

sistent  with  the  objectives  of  this  title,  and  1 

C(B) J  (C)  to  make  adequate  provision  for  return  (or  other 
disposition,  in  accordance  with  regulations)  of  any  moneys  incor- 
rectly collected  from  such  individual  or  other  person. 
An  agreement  under  this  paragraph  with  a  skilled  nursing  facility 
shall  be  for  a  term  of  not  exceeding  12  months,  except  that  the  Secre- 
tary may  extend  such  term  for  a  period  not  exceeding  2  months,  where 
the  health  and  safety  of  patients  will  not  be  jeopardized  thereby,  if  he 
finds  that  such  extension  is  necessary  to  prevent  irreparable  harm  to 
§2li9A(b)      such  facility  or  hardship  to  the  individuals  being  furnished  items  or 
services  by  such  facility  or  if  he  finds  it  impracticable  within  such  12 
month  period  to  determine  whether  such  facility  is  complying  with 
the  provisions  of  this  title  and  regulations  thereunder.2 

(2)  (A)  A  provider  of  services  may  charge  such  individual  or  other 
person  (i)  the  amount  of  any  deduction  or  coinsurance  amount  im- 
posed pursuant  to  section  1813(a)  (1)  or  (a)  (3),  section  1833(b),  or 
section  1861  (y)  (3)  with  respect  to'  such  items  and  services  (not  in 
excess  of  the  amount  customarily  charged  for  such  items  and  services 
by  such  provider),  and  (ii)  an  amount  equal  to '20  per  centum  ot  tne 
reasonable  charges  for  such  items  and  services  (not  in  excess  of  20  per 
centum  of  the  amount  customarily  charged  for  such  items  and  services 
by  such  provider)  for  which  payment  is  made  under  part  B.  In  the 
case  of  items  and  services  described  in  section  1833(c),  clause  (ii) 

of  the  preceding  sentence  shall  be  applied  by  substituting  for  20 
per  centum  the  proportion  which  is  appropriate  under  such  section. 

(B)  (i)  Where  a  provider  of  services  has  furnished,  at  the  request  of 
such  individual,  items  or  services  which  are  in  excess  of  or  more  ex- 
pensive than  the  items  or  services  with  respect  to  which  payment  may 
be  made  under  this  title,  such  provider  of  services  may  also  charge  such 
individual  or  other  person  for  such  more  expensive  items  or  services 
to  the  extent  that  the  amount  customarily  charged  by  it  for  the  items 
or  services  furnished  at  such  request  exceeds  the  amount  customarily 
charged  by  it  for  the  items  or  services  with  respect  to  which  payment 
may  be  made  under  this  title. 

4{ii)  Where  a  provider  of  services  customarily  furnishes  an  indi- 
vidual items  or  services  which  are  more  expensive  than 
the  items  or  services  determined  to  be  necessary  in  the  efficient  delivery 
of  needed  health  services  under  this  title  and  which  have  not  been  re- 
quested by  such  individual,  such  provider  may  (except  with  respect  to 
emergency  services)  also  charge  such  individual  or  other  person  for 
such  more  expensive  items  or  services  to  the  extent  that  the  costs  of  (or, 
if  less,  the  customary  charges  for)  such  more  expensive  items  or  serv- 
ices experienced  by  such  provider  in  the  second  fiscal  period  immedi- 
ately preceding  the  fiscal  period  in  which  such  charges  are  imposed 


1  Applies  in  the  case  of  notices  sent  to  individuals  after  1968. 

2  Effective  with  respect  to  agreements  filed  with  the  Secretary  under  section  1866  by 
skilled  nursing  facilities  (as  defined  in  section  lS61(j))  before,  on,  or  after  date  of  enact- 
ment, but  accepted  by  him  on  or  after  such  date. 

3  Applies  with  respect  to  eligible  drugs  furnished  on  and  after  July  1,  1973. 
'Effective  with  respect  to  accounting  periods  beginning  after  December  31,  1972. 
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exceed  the  cost  of  such  items  or  services  determined  to  he  necessary  in 
■the  efficient  delivery  of  needed  health  services,  but  only  if — 

(/)  the  Secretary  has  provided  notice  to  the  public  of  any 
charges  being  imposed  on  individuals  entitled  to  benefits  under 
this  title  on  account  of  costs  in  excess  of  the  costs 

determined  to  be  necessary  in  the  efficient  delivery  of  needed  health 
services  under  this  title  by  particular  providers  of  services  in  the 
area  in  which  such  items  or  services  are  furnished,  and 

(II)  the  provider  of  services  has  identified  such  charges  to  such 
individual  or  other  person,  in  such  manner  as  the  Secretary  may 
.  .  prescribe,  as  charges  to  meet  costs  in  excess  of  the 

§223  (e )  cost  determined  to  be  necessary  in  the  efficient  delivery  of  needed 

health  services  under  this  title. 

(C)  A  provider  of  services  may  in  accordance  with  its  customary 
practice  also  appropriately  charge  any  such  individual  for  any  whole 
blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  defined 
under  regulations)  furnished  him  with  respect  to  which  a  deductible 
is  imposed  under  section  1813(a)(2),  except  that  (i)  any  excess  of 
such  charge  over  the  cost  to  such  provider  for  the  blood  (or  equivalent 
quantities  of  packed  red  blood  cells,  as  so  defined)  shall  be  deducted 
from  any  payment  to  such  provider  under  this  title,  (ii)  no  such 
charge  may  be  imposed  for  the  cost  of  administration  of  such  blood 
(or  equivalent  quantities  of  packed  red  blood  cells,  as  so  defined) 
and  (iii)  such  charge  may  not  be  made  to  the  extent  such  blood  (or 
equivalent  quantities  of  packed  red  blood  cells,  as  so  defined)  has  been 
replaced  on  behalf  of  such  individual  or  arrangements  have  been 
made  for  its  replacement  on  his  behalf. 

(D)  Where  a  provider  of  services  customarily  furnishes  items  or 
services  which  are  in  excess  of  or  more  expensive  than  the 
items  or  services  with  respect  to  xohich  payment  may  be  made  under  this 
title,  such  provider,  notioithstand,ing  the  preceding  provisions  of  this 
paragraph,  may  not,  under  the  authority  of  section  1866(a)  (2)  (B)  (ii), 
charge  any  individual  or  other  person  any  amount  for  such  items  or 
services  in  excess  of  the  amount  of  the  payment  which  may  otherioise 

Rno-if     (i)  oe  made  for  such  items  or  services  under  this  title  if  the  admitting 

S     -H&M  /  physician  has  a  direct  or  indirect  financial  interest  in  such  provider.  ^ 

r 223(g)  (2)  For  purposes  of  [clause  (iii)  of  the  preceding  sentence]  subpara- 

graph (O),1  whole  blood  (or  equivalent  quantities  of  packed  red  blood 
cells,  as  so  defined)  furnished  an  individual  shall  be  deemed  replaced 
when  the  provider  of  services  is  given  one  pint  of  blood  for  each  pint 
of  blood  (or  equivalent  quantities  of  packed  red  blood  cells,  as  so 
defined)  furnished  such  individual  with  respect  to  which  a  deduction 
is  imposed  under  section  1813  (a)  (2) . 

(b)  An  agreement  with  the  Secretary  under  this  section  may  be 
o  .  [terminated — J  terminated  (and  in  the  case  of  a  skilled  nursing  facil- 

s^k7k(c)  Uy,  prior  to  the  end  of  the  term  specified  in  subsection  (a)(1))  —  /N 

(1)  by  the  provider  of  services  at  such  time  and  upon  such 
notice  to  the  Secretary  and  the  public  as  may  be  provided  in  regu- 
lations, except  that  notice  of  more  than  6  months  shall  not  be 
required,  or 


1  Effective  with  respect  to  accounting  period  beginning  after  December  31,  1072. 
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(2)  by  the  Secretary  at  such  time  and  upon  such  reasonable 
notice  to  the  provider  of  services  and  the  public  as  may  be  speci- 
fied in  regulations,  but  only  after  the  Secretary  has  determined 
(A)  that  such  provider  of  services  is  not  complying  substantially 
with  the  provisions  of  such  agreement,  or  with  the  provisions  of 
this  title  and  regulations  thereunder,  or  (B)  that  such  provider  of 
services  no  longer  substantially  meets  the  applicable  provisions  of 
section  1861,  or  (C)  that  such  provider  of  services  has  failed  to 
provide  such  information  as  the  Secretary  finds  necessary  to  de- 
termine whether  payments  are  or  were  due  under  this  title  and 
the  amounts  thereof,  or  has  refused  to  permit  such  examination  of 
its  fiscal  and  other  records  by  or  on  behalf  of  the  Secretary  as  may 
be  necessary  to  verify  such  information,  or  (D)  that  such  provider 
has  made,  or  caused  to  be  made,  any  false  statement  or  representa- 
tion of  a  material  fact  for  use  in  an  application  for  payment  under 

„       ,  .  this  title  or  for  use  in  determining  the  right  to  a  payment  under 

%dly\o)  ffcs  titie^  or        that  such  provider  has  submitted,  or  caused  to  be 

submitted,  requests  for  payment  under  this  title  of  amounts  for 
rendering  services  substantially  in  excess  of  the  costs  incurred  by 
such  provider  for  rendering  such  services,  or  (F)  that  such  pro- 
vider has  furnished  services  or  supplies  which  are  determined  by 
the  Secretory,  wtih  the  concun^ence  of  the  members  of  the  appro- 
priate program  review  team  appointed  pursuant  to  section  1862 
(d)  (4)  who  are  physicians  or  other  professional  personnel  j,n  the 
health  core  field,  to  be  substantially  in  excess  of  the  needs  of  indi- 
viduals or  to  be  harmfid  to  individuals  or  to  be  of  a  grossly 
inferior  quality. 
Any  termination  shall  be  applicable — 

[(3)  in  the  case  of  inpatient  hospital  services  (including  in- 
patient tuberculosis  hospital  services  and  inpatient  psychiatric 
hospital  service)  or  post-hospital  extended  care  services,  with 
respect  to  such  services  furnished  to  any  individual  who  is  ad- 
mitted to  the  hospital  or  extended  care  facility  furnishing  such 
services  on  or  after  the  effective  date  of  such  termination,^ 

(3)  in  the  case  of  inpatient  hospital  services  (including  tubercu- 
losis hospital  services  and  inpatient  psychiatric  hospital  services) 
or  post-hospital  extended  care  services^  with  respect  to  services 
furnished  after  the  effective  date  of  such  termination,  except  that 

§2li9A(c)  payment  may  be  made  for  up  to  thirty  days  with  respect  to  in- 
patient institutional  services  furnished  to  any  eligible  individual 
who  was  admitted  to  such  institution  prior  to  the  effective  date  of 
such  termination,  ^ 

(4)  (A)  with  respect  to  home  health  services  furnished  to  an  in- 
dividual under  a  plan  therefor  established  on  or  after  the  effec- 
tive date  of  such  termination,  or  (B)  if  a  plan  is  established  before 
such  effective  date,  with  respect  to  such  services  furnished  to  such 
individual  after  the  calendar  year  in  which  such  termination  is 
effective,  and 

(5)  with  respect  to  any  other  items  and  services  furnished  on  or 
after  the  effective  date  of  such  termination. 

(c)  (1)  Where  an  agreement  filed  under  this  title  by  a  provider  of 
services  has  been  terminated  by  the  Secretary,  such  provider  may  not 


Sec.  1866(d) 

file  another  agreement  under  this  title  unless  the  Secretary  finds  that 
the  reason  for  the  termination  has  been  removed  and  tha there  is 
reasonable  assurance  that  it  will  not  recur. 

projrams  fslblfL°^  f/w- JT^  Varthvpating  in  the 

programs  established  by  this  title  and  title  XIX,  the  Secreta.ru  mm, 
enter  into  an  agreement  under  this  section  only\fsuTjfc?$yT% 

SSr^  t0lSeCU°n-  l9{°>  Cmd  the  t«™  o Tan} '  uch 
Off  i  cement  shall  be  in  accordance  with  the  period  of  avvroval  of \lini 

I  T*1t%  hV  the  ieC7taP  1>ursv«.nt  I  suchL7tZnT    '  9 
i\£S       ■    S.ecretar.yfinds  that  there  is  a  substantial  failure  to  make 
timely  review  in  accordance  with  section  1861  (k)  of  long-stay  cas^s  in 
§278  a  hospital  or  [extended  carej  skilled  nursing  facility °  he  may  in  lieS 

of  terminating  his  agreement  with  such  hospital  or  facility'  dec  de 
hat  with  respect  to  any  individual  admitted  to  such  hosp  al  or  f acil 

Sder ^sSm^C\^tted  W™'  n°  Pa^ment  sha11  made 
uncier  this  title  for  inpatient  hospital  services  (including  inpatient 

SSy^thWdSTlr  an?.lnP^-t  psychiatric  hofpiLTs  rv- 
ices;  arter  the  20th  day  of  a  continuous  period  of  such  services  nr  for 
post-hospital  extended  care  services  after  such day  of  a  Sinuous 

FhTcl; I™ SbX*  ?  ^"^^^  t  °r  P™^to  reguktionsTa 
tne  case  may  be.  Such  decision  may  be  made  effective  only  after  such 

nursing  facility)  to  the  facility  and  the  hospital  or  hospitals  with 
which  it  has  a  transfer  agreement,  and  to  the  public,  as  may  be  pre 
scribed  by  regulations  and  its  effectiveness  shall  terminate  when  the 
Secretary  finds  that  the  reason  therefor  has  been  removed  Ind  that 
there  is  reasonable  assurance  that  it  will  not  recur.  The  Secretary  shall 
not  make  any  such  decision  except  after  reasonable  notic an^ppor 
tumty  for  hearing  to  the  institution  or  agency  affected  thereby 
ov/iV-  For  PurPoses  of  this  section,  the  term  "provider  of  services" 
shall  include  a  clinic,  rehabilitation  agency  services 

r  .       or  Public  health  agency  if,  in  the  case  or  a 

clinic  or  rehabilitation  agency,  such  clinic  or  agency  meets  the  require- 
ments of  section  1861(p)  (4)  (A),  or  if,  in  the  case  of  a  publi ThZth 
agency,  such  agency  meets  the  requirements  of  section  1861  (p)  (4 )  (B ) , 

but  only  with  respect  to  the  furnishing  of  outpatient 
physic*!  therapy  services,    (as  therein  defined)  1 

Health  Insurance  Benefits  Advisory  Council 

Sec.  1867.  [(a)  There  is  hereby  created  a  Health  Insurance  Benefits 
Advisory  Council  which  shall  consist  of  19  persons,  not  otherwise 

1  Effective  with  resnect  to  agreements  filed  with  the  Secretary  under  section  1866  bv 
Bkilled  nursing  facilities  (as  defined  in  section  1861  (j))  before,  on,  or  after  the  date  of 
enactment,  but  accepted  by  him  on  or  after  such  date. 

2  Applies  to  services  rendered  after  December  31,  1972. 

3  Applies  to  services  rendered  after  December  31,  1972. 

4  Applies  with  respect  to  services  rendered  after  December  31,  1972. 


Sec.  1867(a) 


in  the  employ  of  the  United  States,  appointed  by  the  Secretary  with- 
out regard  to  the  provisions  of  title  5,  United  States  Code,  govern- 
ing appointments  in  the  competitive  service.  The  Secretary  shall  from 
time  to  time  appoint  one  of  the  members  to  serve  as  Chairman. 
The  members  shall  include  persons  who  are  outstanding  in  fields  re- 
lated to  hospital,  medical,  and  other  health  activities,  persons  who 
are  representative  of  organizations  and  associations  of  professional 
personnel  in  the  field  of  medicine,  and  at  least  one  person  who  is  rep- 
resentative of  the  general  public.  Each  member  shall  hold  office  for  a 
term  of  4  years,  except  that  any  member  appointed  to  fill  a  vacancy 
occurring  prior  to  the  expiration  of  the  term  for  which  his  predecessor 
was  appointed  shall  be  appointed  for  the  remainder  of  such  term.  A 
member  shall  not  be  eligible  to  serve  continuously  for  more  than  2 
terms.  The  Secretary  may,  at  the  request  of  the  Advisory  Council 
or  otherwise,  appoint  such  special  advisory  professional  or  technical 
committees  as  may  be  useful  in  carrying  out  this  title.  Members  of 
the  Advisory  Council  and  members  of  any  such  advisory  or  technical 
committee,  while  attending  meetings  or  conferences  thereof  or  other- 
wise serving  on  business  of  the  Advisory  Council  or  of  such  commit- 
tee, shall  be  entitled  to  receive  compensation  at  rates  fixed  by  the  Sec- 
retary, but  not  exceeding  $100  per  day,  including  travel  time,  and 
while  so  serving  away  from  their  homes  or  regular  places  of  business 
they  may  be  allowed  travel  expenses,  including  per  diem  in  lieu  of 
subsistence,  as  authorized  by  section  5703  of  title  5,  United  States 
Code,  for  persons  in  the  Government  service  employed  intermittently. 
The  Advisory  Council  shall  meet  as  frequently  as  the  Secretary  deems 
necessary.  Upon  request  of  5  or  more  members,  it  shall  be  the  duty  of 
the  Secretary  to  call  a  meeting  of  the  Advisory  Council.J 

(a)  There  is  hereby  created  a  Health  Insurance  Benefits  Advisory 
Council  which  shall  consist  of  19  persons,  not  otherwise  in  the  employ 
of  the  United  States,  appointed  by  the  Secretary  without  regard  to 
the  provisions  of  title  5,  United  States  Code,  governing  appointments 
in  the  competitive  services.  The  Secretary  shall  from  time  to  time 
appoint  one  of  the  members  to  serve  as  Chairman.  The  members  shall 
include  persons  who  are  outstanding  in  fields  related  to  hospital, 
medical,  and  other  health  activities,  persons  who  are  representative 
of  organizations  and  associations  of  professional  personnel  in  the  field 
of  medicine,  and  at  least  one  person  who  is  representative  of  the  gen- 
eral public.  Each  member  shall  hold  office  for  a  term  of  four  years, 
except  that  any  member  appointed  to  fill  a  vacancy  occurring  prior 
to  the  expiration  of  the  term  for  which  his  predecessor  was  appointed 
shall  be  appointed  for  the  remainder  of  such  term.  A  member  shall 
not  be  eligible  to  serve  continuously  for  more  than  two  terms.  Mem- 
bers of  the  Advisory  Council,  while  attending  meetings  or  conferences 
thereof  or  otherwise  serving  on  business  of  the  Advisory  Council,  shall 
be  entitled  to  receive  compensation  at  rates  fixed  by  the  Secretary,  but 
not  exceeding  $100  per  day,  including  traveltime,  and  xohile  so  serving 
away  from  their  homes  or  regular  places  of  business  they  may  be 
allowed  travel  expenses,  including  per  diem  in  lieu  of  subsistence,  as 
authorized  by  section  5703  of  title  5,  United  States  Code,  for  persons 
in  the  Government  service  employed  intermittently.  The  Advisory 
Council  shall  meet  as  the  Secretary  deems  necessary,  but  not  less 
than  annually. 


§288(b) 
§288(c) 


Sec.  1867(b) 

[(b)  It  shall  be  the  function  of  the  Advisory  Council  (1)  to  advise 
the  Secretary  on  matters  of  general  policy  in  the  administration  of 
this  title  and  in  the  formulation  of  regulations  under  this  title,  and 
(2)  to  study  the  utilization  of  hospital  and  other  medical  care  and 
services  for  which  payment  may  be  made  under  this  title  with  a  view 
to  recommending  any  changes  which  may  seem  desirable  in  the  way 
in  which  such  care  and  services  are  utilized  or  in  the  administration 
of  the  programs  established  by  this  title,  or  in  the  provisions  of  this 
title.  The  Advisory  Council  shall  make  an  annual  report  to  the 
Secretary  on  the  performance  of  its  functions,  including  any  recom- 
mendations it  may  have  with  respect  thereto,  and  such  report  shall 
be  transmitted  promptly  by  the  Secretary  to  the  Congress.] 

(b)  It  shall  be  the  function  of  the  Advisory  Council  to  provide 
advice  and  recommendations  for  the  consideration  of  the  Secretary 
on  matters  of  general  policy  toith  respect  to  this  title  and  title  XIX. 

[(c)  The  Advisory  Council  is  authorized  to  engage  such  technical 
assistance  as  may  be  required  to  carry  out  its  functions,  and  the  Secre- 
tary shall,  in  addition,  make  available  to  the  Advisory  Council  such 
secretarial,  clerical,  and  other  assistance  and  such  perinent  data  ob- 
tained and  prepared  by  the  Department  of  Health,  Education,  and 
Welfare  as  the  Advisory  Council  may  require  to  carry  out  its 
functions.] 


Sec.  1869.  (a)  The  determination  of  whether  an  individual  is  entitled 
to  benefits  under  part  A  or  part  B,  and  the  determination  of  the 
amount  of  benefits  under  part  A,  shall  be  made  by  the  Secretary  in 
accordance  with  regulations  prescribed  by  him. 

ffh)  Any  individual  dissatisfied  with  any  determination  under  sub- 
section (a)  as  to  entitlement  under  part  A  or  part  B,  or  as  to  amount 
of  benefits  under  part  A  where  the  matter  in  controversy  is  $100  or 
more,  shall  be  entitled  to  a  hearing  thereon  by  the  Secretary  to  the 
same  extent  as  is  provided  in  section  205(b),  and,  in  the  case  of  a 
determination  as  to  entitlement  or  as  to  amount  of  benefits  where  the 
amount  in  controversy  is  $1,000  or  more,  to  judicial  review  of  the 
Secretary's  final  decision  after  such  hearing  as  is  provided  in  section 


Sec.  1868.  [Repealed.] 


Determinations;  Appeals 


205(g). 


(b)(1)  Any  individual  dissatisfied  with  any  determina- 
tion under  subsection  (a)  as  to — 

(A)  whether  he  meets  the  conditions  of  section  226 
of  this  Act  or  section  103  of  the  Social  Security  Amend- 
ments of  1965,  or  ^ 

(ft)  whether  he  is  eligible  to  enroll  and  has  enrolled 
pursuant  to  the  provisions  of  part  B  of  this  title,  or  sec- 
tion 1818,  or  section  1819,  or  A 


§299tf(a) 


(C)  the  amount  of  benefits  under  part  A  ( includ- 
ing a  determination  where  such  amount  is  determined  U> 

be  zero)  /\ 

shall  be  entitled  to  a  hearing  thereon  by  the  Secretary  to  the 
same  extent  as  is  provided  in  section  205(b)  and  to  judicial 
review  of  the  Secretary's  final  decision  after  such  hearing 
as  is  provided  in  section  205  ( g) . 

(2)  Notwithstanding  the  provisions  of  subparagraph 
(C)  of  paragraph  (1)  of  this  subsection,  a  hearing  shall 
not  be  available  to  an  individual  by  reason  of  such  subpara- 
graph (C)  if  the  amount  in  controversy  is  less  than  $100; 
nor  shall  judicial  review  be  available  to  an  individual  by 
reason  of  such  subparagraph  ( C)  if  the  amount  in  con- 
troversy is  less  than  $1,000.  /\ 


(c)  Any  institution  or  agency  dissatisfied  with  any  determination 
by  the  Secretary  that  it  is  not  a  provider  of  services,  or  with  any 
determination  described  in  section  1866(b)  (2),  shall  be  entitled  to  a 
hearing  thereon  by  the  Secretary  (after  reasonable  notice  and  op- 
portunity for  hearing)  to  the  same  extent  as  is  provided  in  section 
205(b),  and  to  judicial  review  of  the  Secretary's  final  decision  after 
such  hearing  as  is  provided  in  section  205(g). 

Overpayments  on  Behalf  of  Individuals  and  Settlement  of  Claims 
for  Benefits  on  Behalf  of  Deceased  Individuals 

Sec.  1870.  (a)  Any  payment  under  this  title  to  any  provider  of  serv- 
ices or  other  person  with  respect  to  any  items  or  services  furnished 
any  individual  shall  be  regarded  as  a  payment  to  such  individual. 


r 


2/  Effective  with  respect  to  any  claims  under  part  A  of  title  XVIII 
of  such  Act,  filed — 

(A)  in  or  after  the  month  in  which  this  Act  is  enacted,  or 

(B)  before  the  month  in  which  this  Act  is  enacted,  but  only  if  a 
civil  action  with  respect  to  a  final  decision  of  the  Secretary 
of  Health,  Education,  and  Welfare  on  such  claim  has  not  been 
commenced  under  such  section  1869(b)  before  such  month. 


(b)  Where— 

(1)  more  than  the  correct  amount  is  paid  under  this  title  to  a 
provider  of  services  or  other  person  for  items  or  services  furnished 
an  individual  and  the  Secretary  determines  (A)  that,  within 
such  period  as  he  may  specify,  the  excess  over  the  correct  amount 
cannot  be  recouped  from  such  provider  of  services  or  other  person, 

§28l(  a)  ( l)  (A)  or  (^)  ^at  such  provider  of  services  or  other  person  was  xoithout 

*>  fault  with  respect  to  the  payment  of  such  excess  over  the  correct 

amount,  or  1 

(2)  any  payment  has  been  made  under  section  1814(e)  to  a 
provider  of  services  or  other  person  for  items  or  services  furnished 
an  individual, 

proper  adjustments  shall  be  made,  under  regulations  prescribed  (after 
consultation  with  the  Railroad  Retirement  Board)  by  the  Secretary, 
by  decreasing  subsequent  payments — 

(3)  to  which  such  individual  is  entitled  under  title  II  of  this 
Act  or  under  the  Railroad  Retirement  Act  of  1937,  as  the  case 
may  be,  or 

(4)  if  such  individual  dies  before  such  adjustment  has  been 
completed,  to  which  any  other  individual  is  entitled  under  title  II 

of  this  Act  or  under  the  Railroad  Retirement  Act  of  1937,  as 
the  case  may  be,  with  respect  to  the  wages  and  self -employment 
income  or  the  compensation  constituting  the  basis  of  the  benefits 
of  such  deceased  individual  under  title  II  of  such  Act. 
As  soon  as  practicable  after  any  adjustment  under  paragraph  (3)  or 
(4)  is  determined  to  be  necessary,  the  Secretary,  for  purposes  of  this 
section,  section  1817(g),  and  section  1841(f),  shall  certify  (to  the 
Railroad  Retirement  Board  if  the  adjustment  is  to  be  made  by  de- 
creasing subsequent  payments  under  the  Railroad  Retirement  Act  of 
1937)  the  amount  of  the  overpayment  as  to  which  the  adjustment 
is  to  be  made.  For  purposes  of  clause  (B)  of  paragraph  (1),  such 
provider  of  services  or  such  other  person  shall,  in  the  absence  of  evi- 
dence to  the  contrary,  be  deemed  to  be  without  fault  if  the  Secretary's 
determination  that  more  than  such  correct  amount  was  paid  was  made 
subsequent  to  the  third  year  following  the  year  in  which  notice  was 
sent  to  such  individual  that  such  amount  had  been  paid;  except  that 
§28l(a)(2)        the  Secretary  may  reduce  such  three-year  period  to  not  less  than  one 
year  if  he  finds  such  reduction  is  consistent  with  the  objectives  of  this 
title.2 

(c)  There  shall  be  no  adjustment  as  provided  in  subsection  (b)  (nor 
shall  there  be  recovery)  in  any  case  where  the  incorrect  payment  has 
been  made  (including  payments  under  section  1814(e))  with  respect 
to  an  individual  who  is  without  fault  [and  where]  or  where  the  ad- 
justment (or  recovery)  would  be  made  by  decreasing  payments  to 
which  another  person  who  is  without  fault  is  entitled  as  provided  in 

§26l(a)  subsection  (b)(4),  if 3  such  adjustment  (or  recovery)  would  defeat 

.  v  /,\    the  purposes  of  title  II  or  title  XVIII  *  or  would  be  against  equity 
§2olVD)  v.-1-'    md  good  conscience.  Adjustment  or  recovery  of  an  incorrect  payment 


'Applies  to  notices  of  payment  sent  to  individuals  after  date  of  enactment. 

2  Applies  to  notices  sent  to  individuals  after  1968. 

3  Applies  to  waiver  actions  considered  after  the  date  of  enactment. 

4  Applies  to  notices  sent  to  Individuals  after  196S. 
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(or  only  such  part  of  an  incorrect  payment  as  the  Secretary  deter- 
mines to  be  inconsistent  with  the  purposes  of  this  title)  against  an 
individual  who  is  vsitlwut  fault  sluril  be  deemed  to  be  against  equity 
and  good  conscience  if  (A.)  the  incowect  payment  was  made  for  ex- 
penses incurred  for  items  or  services  for  which  payment  may  not  be 
made  under  this  title  by  reason  of  the  provisions  of  paragraph  (1)  or 
(9)  of  section  1862  and  (B)  if  the  Secretary's  determination  that  such 
payment  xoas  incorrect  was  made  subsequent  to  the  third  year  follow- 
ing tlie  year  in  which  notice  of  such  payment  was  sent  to  such  individ- 
ual;  except  that  the  Secretary  may  reduce  such  three-year  period  to 
not  less  than  one  year  if  he  finds  such  reduction  is  consistent  with  the 
?8l(ti)  (2)      objectives  of  this  title.1 

(d)  No  certifying  or  disbursing  officer  shall  be  held  liable  for  any 
amount  certified  or  paid  by  him  to  any  provider  of  services  or  other 
person  where  the  adjustment  or  recovery  of  such  amount  is  waived 
under  subsection  (c)  or  where  adjustment  under  subsection  (b)  is  not 
completed  prior  to  the  death  of  all  persons  against  whose  benefits  such 
adjustment  is  authorized. 

(e)  If  an  individual,  who  received  services  for  which  payment 
may  be  made  to  such  individual  under  this  title,  dies,  and  payment  for 
such  services  was  made  (other  than  under  this  title),  and  the  indi- 
vidual died  before  any  payments  due  him  under  this  title  with  respect 
to  such  services  was  completed,  payment  of  the  amount  due  (including 
the  amount  of  any  unnegotiated  checks)  shall  be  made — 

(1)  if  the  payment  for  such  services  was  made  (before  or 
after  such  individual's  death)  by  a  person  other  than  the  deceased 
individual,  to  the  person  or  persons  determined  by  the  Secretary 
under  regulations  to  have  paid  for  such  services,  or  if  the  pay- 
ment for  such  services  was  made  by  the  deceased  individual  be- 
fore his  death,  to  the  legal  representative  of  the  estate  of  such 
deceased  individual,  if  any ; 

(2)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1),  to  the  person,  if  any,  who  is  determined  by  the  Secre- 
tary to  be  the  surviving  spouse  of  the  deceased  individual  and 
who  was  either  living  in  the  same  household  with  the  deceased 
at  the  time  of  his  death  or  was,  for  the  month  in  which  the 
deceased  individual  died,  entitled  to  a  monthly  benefit  on  the 
basis  of  the  same  wages  and  self-employment  income  as  was  the 
deceased  individual ; 

(3)  if  there  is  ho  person  who  meets  the  requirements  of  para- 
graph (1)  or  (2),  or  if  the  person  who  meets  such  requirements 
dies  before  the  payment  due  him  under  this  title  is  completed, 
to  the  child  or  children,  if  any,  of  the  deceased  individual  who 
were,  for  the  month  in  which  the  deceased  individual  died, 
entitled  to  monthly  benefits  on  the  basis  of  the  same  wages  and 
self-employment  income  as  was  the  deceased  individual  (and, 
in  case  there  is  more  than  one  such  child,  in  equal  parts  to  each 
such  child) ; 

(4)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1),  (2),  or  (3),  or  if  each  person  who  meets  such  require- 


1  Applies  to  notices  sent  to  Individuals  after  1968. 
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ments  dies  before  the  payment  due  him  under  this  title  is  com- 
pleted, to  the  parent  or  parents,  if  any,  of  the  deceased  individual 
who  were,  for  the  month  in  which  the  deceased  individual  died, 
entitled  to  monthly  benefits  on  the  basis  of  the  same  wages  and 
self-employment  income  as  was  the  deceased  individual  (and,  in 
case  there  is  more  than  one  such  parent,  in  equal  parts  to  each 
such  parent) ; 

(5)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1),  (2),  (3),  or  (4),  or  if  each  person  who  meets  such 
requirements  dies  before  the  payment  due  him  under  this  title 
is  completed,  to  the  person,  if  any,  determined  by  the  Secretary 
to  be  the  surviving  spouse  of  the  deceased  individual; 

(6)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1 ) ,  (2) ,  (3) ,  (4) ,  or  (5) ,  or  if  each  person  who  meets  such 
requirements  dies  before  the  payment  due  him  under  this  title  is 
completed,  to  the  person  or  persons,  if  any,  determined  by  the 
Secretary  to  be  the  child  or  children  of  the  deceased  individual 
(and,  in  case  there  is  more  than  one  such  child,  in  equal  parts  to 
each  such  child) ; 

(7)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1),  (2),  (3),  (4),  (5),  or  (6),  or  if  each  person  who  meets 
such  requirements  dies  before  the  payment  due  him  under  this 
title  is  completed,  to  the  parent  or  parents,  if  any,  of  the  deceased 
individual  (and,  in  case  there  is  more  than  one  such  parent,  in 
equal  parts  to  each  such  parent) ;  or 

(8)  if  there  is  no  person  who  meets  the  requirements  of  para- 
graph (1),  (2),  (3),  (4),  (5),  (6),  or  (7),  or  if  each  person  who 
meets  such  requirements  dies  before  the  payment  due  him  under 
this  title  is  completed,  to  the  legal  representatives  of  the  estate 
of  the  deceased  individual,  if  a  ay. 

(f )  If  an  individual  who  received  medical  and  other  health  serv- 
ices for  which  payment  may  be  made  under  section  1832(a)  (1)  dies, 
and — 

(1)  no  assignment  of  the  right  to  payments  was  made  by  such 
individual  before  his  death,  an  d 

( 2 )  payment  for  such  services  has  not  been  made, 

payment  for  such  services  shall  be  made  to  the  physician  or  other 
person  who  provided  such  services,  but  payment  shall  be  made  under 
this  subsection  only  in  such  amount  and  subject  to  such  conditions 
as  would  have  been  applicable  if  the  individual  who  received  the 
services  had  not  died,  and  only  if  the  person  or  persons  who  provided 
the  services  agrees  that  the  reasonable  charge  is  the  full  charge  for  the 
services. 

(<rj  If  an  individual,  who  is  enrolled  under  section  18iS(c)  of  the 
Social  Security  Act  or  under  section  1837,  dies,  and  premiums  with 
respect  to  sue'],  enrollment  have,  been  received  with  respect  to  such 
individual  for  anv  month  after  the  month  of  his  death,  such  premiums 
shall  be  re.fundedto  the  person  or  persons  determined  by  the  Secretary 
under  regulations  to  have  paid  such  premiums  or  if  payment  for  such 
premiums  was  made  by  the  deceased  individual  before  his  death,  to 
the  legal  rcpresentative'of  the  estate  of  such  deceased  individual,  if  any. 
§266  Jf  there  is  no  person  who  meets  the  requirements  of  the  preceding 

sentence  such  premiums  shall  be  refunded  to  the  person  or  persons 
in  the  priorities  specilied  in  paragraphs  (2)  through  (7)  ol  subsec- 
tion (e). 


Sec.  1871 


Regulations 

Sec.  1871.  The  Secretary  shall  prescribe  such  regulations  as  may 
be  necessary  to  carry  out  the  administration  of  the  insurance  programs 
under  this  title.  When  used  in  this  title,  the  term  "regulations"  means, 
unless  the  context  otherwise  requires,  regulations  prescribed  by  the 
Secretary. 

Application  of  Certain  Provisions  of  Title  II 

Ro)  o( a}  Sec.  1872.  The  provisions  of  sections  206,  [208,]  and  216(j),  and  of 

$diid\aj  subsections  (a),  (d),  (e),  (f),  (h),  (i),  (j),  (k),  and  (1)  of  section 

205,  shall  also  apply  with  respect  to  this  title  to  the  same  extent  as 

they  are  applicable  with  respect  to  title  II. 

Designation  of  Organization  or  Publication  by  Name 

Sec.  1873.  Designation  in  this  title,  by  name,  of  any  nongovern- 
mental organization  or  publication  shall  not  be  affected  by  change  of 
name  of  such  organization  or  publication,  and  shall  apply  to  any 
successor  organization  or  publication  which  the  Secretary  finds  serves 
the  purpose  for  which  such  designation  is  made. 

Administration 

Sec.  1874.  (a)  Except  as  otherwise  provided  in  this  title  and  in  the 
Railroad  Retirement  Act  of  1937,  the  insurance  programs  established 
by  this  title  shall  be  administered  by  the  Secretary.  The  Secretary 
may  perform  any  of  his  functions  under  this  title  directly,  or  by  con- 
tract providing  for  payment  in  advance  or  by  way  of  reimbursement, 
and  in  such  installments,  as  the  Secretary  may  deem  necessary. 

(b)  The  Secretary  may  contract  with  any  person,  agency,  or  insti- 
tution to  secure  on  a  reimbursable  basis  such  special  data,  actuarial 
information,  and  other  information  as  may  be  necessary  in  the  carry- 
ing out  of  his  functions  under  this  title. 

(c)  In  the  course  of  any  hearing,  investigation,  or  other  proceeding 
s.  Ao  ^e  *s  authorised  to  conduct  under  this  title,  the  Secretary  may 
8  2o"           administer  oaths  and  affirmations. 


Studies  and  Recommendations 

Sec.  1875.  (a)  The  Secretary  shall  carry  on  studies  and  develop  rec- 
ommendations to  be  submitted  from  time  to  time  to  the  Congress 
§20l(  c)  (7)  relating  to  health  care  of  the  [aged]  aged  and  the  disabled,  including 
studies  and  recommendations  concerning  ( 1 )  the  adequacy  of  existing 
personnel  and  facilities  for  health  care  for  purposes  of  the  programs 
under  parts  A  and  B;  (2)  methods  for  encouraging  the  further  de- 
velopment of  efficient  and  economical  forms  of  health  care  which  are 
a  constructive  alternative  to  inpatient  hospital  care;  and  (3)  the 
effects  of  the  deductibles  and  coinsurance  provisions  upon  beneficiaries, 
persons  who  provide  health  services,  and  the  financing  of  the  program. 


1/  Does  not  apply  to  any  acts,  statements,  or  representations  made  or 
committed  prior  to  enactment. 


Sec.  1876(a) 


§2UU(d) 
§226(d) 

§222(c) 


§226(a) 


(b)  The  Secretary  shall  make  a  continuing  study  of  the  operation 
and  administration  of  the  insurance  programs  under  parts  A  and  B 
(including  a  validation  of  the  accreditation  process  of  the  Joint  Com- 
mission on  the  Accreditation  of  Hospitals,  the  operation  and  admin- 
istration of  health  maintenance  organizations  authorized  by  section 
226  of  the  Social  Security  Amendments  of  1972,1  the  [experimenta- 
tion] experiments  and  demonstration  projects  authorized  by  section 
402  of  the  Social  Security  Amendments  of  1967,  and  the  experiments 
and  demonstration  projects  authorized  by  section  222(a)  of  the  Social 
Security  Amendments  of  1972),  and  shall  transmit  to  the  Congress 
annually  a  report  concerning  the  operation  of  such  programs. 


I'AYMKXTS  TO  UKAI.TM   MAI  N'TKXAN'CK  OKOAN'IZATION'S /\ 

Six-.  1S76.  (a)(1)  In  lieu  of  amounts  which  would  otherwise  be 
payable  pursuant  to  sections  Js]4(b)  and  18->)(a),  the  Secret  a  ly  is 
authorized  to  determine,  by  actuarial  methods,  as  provided  in  ibis 
section,  but  only  with  respect  t«>  a  health  maintenance  organization 
with  which  he  lias  entered  info  a  contract  under  subsection  (i),  a  per 
capita  rale  of  payment — 

(A  )  for  services  provided  under  parts  A  and  H  for  individuals 
enrolled  with  such  organization  pursuant  to  subsection  (c)  who 
air  entitled  to  hospital  'insurance  benefits  under  part  A  and 
enrolled  for  medical  insurance  benefits  under  part  1>.  and 

(15)  for  services  piovidcd  under  part  15  for  indiv  idnalscnrolled 
with  such  organization  pursuant  to  subsection  (c)  who  arc*  not 
entitled  to  benefits  under  part  A  but  \\ ho  are  enrolled  for  U'liefits 
under  part  13. 


1  Effective  with  respect  to  services  provided  on  or  after  July  1,  1973. 

2  Effective  with  respect  to  services  provided  on  or  after  July  1,  1973. 


(2)  An  interim  per  capita  rate  of  payment  for  each  health 
maintenance  organization  shall  be  determined  annually  by  the 
Secretary  on  the  basis  of  each  organization's  annual  operating  budget 
and  enrollment  forecast  which  shall  be  submitted  (  in  such  form  and 
in  such  detail  as  the  Secretary  may  prescribe)  at  least  90  days  before 
the  beginning  of  each  contract  year.  Each  interim  rate  shall  be  equal 
to  the  estimated  per  capita  cost  (based  upon  types  and  components 
of  expenses  otherwise  reimbursable  under  this  title)  of  providing 
services  defined  in  paragraph  (3)  (A)  (iii).  In  the  event  that  the  data 
requested  to  be  furnished  by  a  health  maintenance  organization  are 
not  furnished  timely,  such  reduction  in  interim  payments  may  be 
made  by  the  Secretary  as  is  appropriate,  until  such  time  as  a  reasonable 
estimate  of  per  capita  costs  can  be  made.  Each  month,  the  Secretary 
shall  pay  each  such  organization  its  interim  per  capita  rate,  in  advance, 
for  each  individual  enrolled  with  it  pursuant  to  subsection  (e). 
Each  such  organization  shall  submit  interim  estimated  cost  reports 
and  enrollment  data  on  a  quarterly  basis  in  such  form  and. manner 
satisfactory  to  the  Secretary,  and  the  Secretary  shall  adjust  each 
interim  per  capita  rate  to  the  extent  necessary  to  maintain  interim 
payments  at  the  level  of  current  costs.  Interim  payments  made  under 
this  paragraph  shall  be  subject  to  retroactive  adjustment  at  the  end 
of  each  contract  year  as  provided  in  paragraph  (3). 

(3)  (A)  Willi  respect  to  any  health  maintenance  organization 
which  has  entered  into  a  i  i-k  sharing  contract  with  the  Secretary  pur- 
suant to  subsection  (i)(2)(A),  payments  made  to  such,  organization 
shall  be  subject  to  the  following  adjustments  at  the  end  of  each  contract 
year: 

(i)  if  the  Secretary  determines  that  the  per  capita  incurred 
cost  of  any  such  organization  in  any  contract  year  for  prov  iding 
services  described  in  paragraph  (1)  is  less  than  the  adjusted  aver- 
age per  capita  incurrd  co^t  (as  defined  lieiein)  of  providing 
such  services,  the  resulting  difference  (hereinafter  referred  to  as 
'savings')  shall  be  apportioned  following  the  close  of  a  contract 
year  for  such  year  between  such  organization  and  the  Federal 
Hospital  Insurance  Trust  Fund  and  the  Federal  Supplementary 
Medical  Insurance  Trust  Fund  (hereinafter  collectively  referred 
to  as  the  'Medicare  Trust  Funds')  as  follows: 

(I)  savings  up  to  20  percent  of  t lie  adjusted  average  per 
capita  cost  shall  be  apportioned  equally  between  such  orga- 
nization and  the  Medicare  Trust  Funds: 

(II)  savings  in  excess  of  20  percent  of  the  adjusted  aver- 
age per  capita  cost  shall  be  apportioned  entirely  to  such  Trust 
Funds; 

(ii)  if  the  Secretary  determines  that  the  per  capita  incurred 
cost  of  any  such  organization  in  any  contract  year  for  providing 
services  described  in  paragraph  (1)  is  greater  than  the  adjusted 
average  per  capita  incurred  cost  of  providing  such  Kervices.  the 
resulting  difference  (hereinafter  referred  to  as  'losses'),  shall  Ik- 
absorbed  by  such  organization,  and  shall  be  carried  forward  and 
offset  from'  savings  realized  in  later  years,  with  the  apportion- 
ment of  savings  being  proportional  to  the  losses  absorbed  and 
not  yet  offset  ; 

(iii)  determination  of  any  amounts  payable  :•.(  the  close  of  the 
contract  year  to  such  organization  or  to  the  Trust  Funds  shall  be. 
made  as  follows : 

(I)  within  f»tl  «lays  after  close  of  a  conduct  year,  interim 
determination  of  tire  amount  of  estimated  savings  and  appor- 
tionment thereof  shall  be  made,  actuarially,  on  the  bas.'s  of 
interim  reports  of  costs  inclined  by  an  organization,  and 


(iii)  that  in  any  case  in  which  a  health  maintenance  organiza- 
tion is  related  to  another  organization  by. common  ownership  or 
control,  a  consolidated  financial  statement  shall  l>c  filed  and  that 
the  allowable  co.-.ts  for  such  organization  may  not  include  costs 
for  the  types  of  expense  otherw  ise  reimbursable  under  this  title, 
in  excess  of  those  which  would  be  determined  to  be  reasonable  in 
accordance  with  regulations  (providing  for  limiting  reimburse- 
ment to  costs  rather  than  charges  to  the  health  maintenance  orga- 
nization bv  related  organizations  and  owners)  issued  by  the 
Secretary  in  accordance  with  section  lSCl(v)  of  the  Social  Secu- 
rity Act :  and 

(iv)  that  in  any  case  in  which  compensation  is  paid  by  a 
health  maintenance  organization  substantially  in  excess  of  what 
is  normally  paid  for  similar  services  by  similar  practitioners 
(regardless  of  method  of  compensation),  such  compensation  may 
as  appropriate  be  considered  to  constitute  a  distribution  of 
profits. 

(4)  The  payments  to  health  maintenance  organizations  under  this 
subparagraph  with  respect  to  individuals  described  in  subsection  (a) 
(1)(A)  shall  be  made  from  the  Federal  Hospital  Insurance  Trust 
Fund  and  the  Federal  Supplementary  Medical  Insurance  Trust  Fund. 
The  portion  of  such  payment  to  such  an  organization  for  a  month  to 
be  paid  by  the  latter  trust  fund  shall  be  equal  to  20U  percent  of  the 
sum  of — 

'  (A  )  the  product  of  (i)  the  number  of  covered  enrollees  of  such 
organization  for  such  month  (as  described  in  paragraph  (1)) 
who  have  attained  age  f>.">,  and  (ii)  the  monthly  actuarial  rate 
§226(a)  for  supplementary  medical  insurance  for  such  month  as  deter- 

mined under  section  i£09  (c)  (1),  and 

""  (B)  the  product  of  ( i )  the  number  of  covered  enrollees  of  such 
organization  for  such  month  (as  described  in  paragraph  (1)) 
who  have  not  attaine  "  age  0f».  and  (ii)  the  monthly  actuarial  rate 
for  supplementary  medical  insurance  for  such  month  as  deter- 
mined under  section  3 $39  (c)  (4  ). 
The  remainder  of  such  payment  shall  be  paid  by  the  former  trust 
fund.  For  limitation  on  Federal  participation  for  capital  expendi- 
tures which  are  out  of  conformity  with  a  comprehensive  plan  of  a 
State  or  areawide  planning  agency,  see  section  1122. 

(b)  The  term  "health  maintenance  organization'  means  a  public 
or  private  organization  which — 

(1)  provides,  either  directly  or  through  arrangements  with 
others,  health  services  to  individuals  enrolled  with  such  organiza- 
tion on  the  basis  of  »  predetermined  periodic  rate  without  regard 
to  the  frequency  or  extent  of  services  furnished  to  any  particular 
enrollee ; 

(2)  provides,  cither  directly  or  through  arrangements  with 
Others,  to  the  extent  applicable  in  subsection  (c)  (through  insti- 
tutions, entities,  and  persons  meeting  the  applicable  requirements 
of  section  ISfil).  all  of  the  services  and  benefits  covered  under 
parts  A  and  H  of  this  title  which  are  available  to  individuals 
residing  in  the  geographic  area  served  by  the  health  maintenance 
organizat  ion ; 

-(.'})  provides  physicians'  services  primarily  (A)  directly 
through  physicians  who  are  either  employees  or  pail  tiers  of  such 
orgauiznt  ion.  or  (15)  under  arrangements  w  it  h  one  i>r  more  groups 
of  physicians  (organized  on  a  group  practice  or  individual  prac- 
tice basis)  under  which  each  such  group  is  reimbursed  for  its 
services  primarily  on  the  basis  of  an  aggregate  fixed  sum  or  on  a 


per  capita  basis,  regardless  of  whether  the  individual  physician 
members  of  any  such  group  arc  paid  on  a  /ee-for-service  or  other 
basis: 

(A)  provides  cither  directly  or  under  arrangements  with 
others,  t ho  services  of  a  sutiieient  number  of  primary  care  and 
specialty  care  physicians  to  meet  the  health  needs  of  its  members: 
for  purposes  of  this  section  the  term  'specialty  care  physician* 
means  a  physician  who  is  either  board  certified  or  eligible  for 
board  certification,  except  that  the  Secretary  may  by  regulation 
prescribe  conditions  under  which  physicians  who  have  a  record 
of  demonstrated  proficiency  but  who  are  not  eligible  for  board 
certification  may.  on  tiie  basis  of  training  and  experience,  be 
recognized  as  specially  care  physicians: 

( ."> )  has  clieetive  arrangements  to  assure  that  its  members  have 
access  to  qualified  practitioners  in  those  specialties  which  are 
generally  available  in  the  geographic  area  served  by  the  health 
maintenance  organization : 

(G)  demonstrates  to  the  satisfaction  of  the  Secretary  proof 
of  financial  responsibility  and  proof  of  capability  to  provide 
comprehensive  health  care  services,  including  institutional  serv- 
ices, evidently,  effectively,  and  economically : 

(7)  except  as.  provided  in  subsection  (It),  has.  at  least  half 
of  its  enrolled  memhers  consisting  of  individuals  under  age  GO; 

(S)  assures  that  the  health  services  required  by  its  members 
arc  received  promptly  and  appropriately  and  that  the  services 
that  are  received  measure  up  to  quality  standards  which  it  estab- 
lishes in  accordance  with  regulations;  and 

(0)  has  an  open  enrollment  period  at  least  every  year  under 
which  it  accepts  ui>  to  t  he  limits  of  its  capacity  and  without  restric- 
tions, except  as  may  be  authorized  in  regulations,  individuals 
who  are  eligible  m  enroll  under  subsection  id)  in  the  order  i:i 
which  they  apply  for  enrollment  (unless  to  do  so  would  result  in 
failure  to  meet  the  requirements  of  paragraph  (7))  or  would 
result  in  enrollment  of  enroilees  substantially  nonrepresentative. 
as  determined  in  accordance  with  regulations  of  the  Secretary, 
of  the  population  in  the  geographic  area  served  by  such  health 
maintenance  organization. 

(c)  The  benefits  provided  under  this  section  to  enroilees  of  an 
organization  which  has  entered  into  a  ride  sharing  contract  with  the 
Secretary  pursuant  to  subsection  (i)(2)(A)  shall  consist  of — 

(1)  in  the  case  of  an  individual  who  is  entitled  to  hospital 
insurance  benefits  under  part  A  and  enrolled  for  medical  insur- 
ance benefits  mult  r  part  Pi  — 

(A)  entitlement  to  have  payment  made  on  his  behalf  for 
all  services  described  in  section  lsl2  and  section  ]s:V2  which 
are  furnished  to  him  by  the  health  maintenance  organization 
with  which  he  is  enrolled  pursuant  to  subsection  (e)  of  this 
seel  ion :  and 

(B)  entitlement  to  have  payment  made  by  such  health 
maintenance  organization  to  him  or  on  his  behalf  for  (i) 
Mich  cmergencv  services  («s  defined  in  regulations),  (ii)  such 
urgently  needed  services  (as  deliued  in  regulations)  fur- 
nished to  him  during  a  period  of  temporary  absence  (as 
defined  in  regulations)  from  the  geographic  area  served  by 
the  health  maintenance  organization  with  which  he  is 
enrolled,  and  (  iii  )  such  other  servi.-es  :i<  may  be  determined, 
in  accordance  with  .-uijscctioii  (f).  to  Ik-  servhvs  which  the 
individual  was  entitled  to  haw  furnished  by  the  health 


adjusted  average  per  capita  costs  incurred  (us  defined  herein), 
and  other  evidence  acceptable  to  the  Secretary  and  one-half, 
of  any  amounts  deemed  payable  to  such  organization  or  the 
Trust  Funds  shall  he  paid  by  such  organization  or  the  Secre- 
tary as  appropriate ; 

(II)  final  settlement  and  payment  by  the  Secretary  or 
organization,  as  appropriate,  of  any  additional  amounts  due 
on  basis  of  such  final  settlement  will  be  made  where  adequate 
data  for  actuarial  computation  are  available,  in  timely  fash- 
ion following submission  by  such  organization  of  reports  spec- 
ified in  subparagraph  (C)  of  this  paragraph:  and 

(III)  where  such  final  settlement  is  readied  more  than  00 
days  following  submission  of  reports  specified  in  subpara- 
graph (C)  of  this  paragraph,  any  amount  payable  by  the 
Secretary  or  organization  shall  be  increased  by  an  interest 
amount,  accruing  from  the  91st  day  following  submission  of 
such  report,  equal  to  the  average  rate  of  interest  payable  on 
Federal  obligations  if  issued  on  such  91st  day  for  purchase  by 
the  Trust  Funds. 

(iv)  The  term  "adjusted  average  per  capita  cost'  means  the 
average  per  capita  amount  that  the  Secretary  determines  (on  the 
basis  of  actual  experience,  or  retrospective  actuarial  equivalent 
based  upon  an  adequate  sample  and  other  information  and  data, 
in  the  geographic  area  served  by  a  health  maintenance  organiza- 
tion or  in  a  similar  area,  with  appropriate  adjustment  to  assure 
actuarial  equivalence,  including  adjustments  relating  to  age  dis- 
tribution, sex.  :a<"c.  institutional  status,  disability  status,  and  any 
§226(a)  other  relevant  factors)  would  be  payable  in  any  contract  year  for 

services  covered  under  this  title  and  types  of  expenses  otherwise 
reimbursable  under  this  title  (including  administrative  costs 
incurred  by  organizations  described  in  sections  IS1G  and  \>>iH)  if 
such  services  were  to  b;  furnished  by  other  than  such  health  main- 
ten  a  n  ce  o  rga  n  i  zat  i  on . 

(P>)  "With  respect  to  any  health  maintenance  organization  which 
has  entered  into  a  reasonable  cost  reimbursement  contract  with  the 
Secretary  pursuant  to  subsection  (i)  (2)  (T>),  payments  made  to  such 
organization  shall  be  subject  to  suitable  retroactive  corrective  adjust- 
ments at  the  end  of  each  contract  year  so  as  to  assure  that  such  orga- 
nization is  paid  for  the  reasonable  cost  actually  incurred  (excluding 
therefrom  any  pait  of  incurred  cost  found  to  be  unnecessary  in  the 
efficient  delivery  of  health  services)  for  the  types,  of  expenses  otherwise 
reimbursable  under  this  title  for  providing  services  coveted  under  this 
title  to  individuals  described  in  paragraph  (1 ). 

(C)  Any  contract  with  a  health  maintenance  organization  under 
this  title  shall  provide  that  the  Secretary  shall  require,  at  such  time 
following  the  expiration  of  each  accounting  period  of  a  health  main- 
tenance organization  (and  in  such  form  and  in  such  detail)  as  he  may 
prescribe : 

(i)  that  such  health  maintenance  organization  report  to  him 
in  an  independently  certified  financial  statement  its  per  capita 
incurred  cost  based  on  the  types  and  components  of  expenses 
otherwise  reimbursable  under  thir.  title  for  providing  services 
described  in  paragraph  (1 ),  including  (herein,  in  accordance  with 
accounting  procedures  prescribed  by  the  Secretary,  its  methods 
of  allocat  ing  co  ts  bet  ween  individual--  enrolled  under  t  ids  sect  ion 
and  other  individuals  enrol  led  with  such  organization.; 

(ii)  that  failure  to  report  such  information  as  may  be  required 
may  be  deemed  to  constitute  evidencp  of  likely  overpayment  on 
the  basis  of  which  appropriate  collection  action  may  be  taken; 


maintenance  organization,  as  may  be  furnished  to  him  by 
a  physician,  supplier,  or  provider  of  services,  otlicr  than  the 
health  nmintenaince  organization  with  which  he  is  enrolled; 
ami 

(2)  ill  the  rase  of  an  individual  who  is  not  entitled  to  hospital 
insurance  benefits  under  part  A  but  who  is  enrolled  for  medical 
insurance  benefits  under  part  B.  entitlement  to  have  payment, 
made  for  services  described  in  paragraph  (1),  but  only  to  the 
extent  that  such  services  are  also  described  in  section  1S'32. 

(d)  Subject  to  the  provisions  of  subsection  (e).  every  individual 
described  in  subsection  (c)  shall  be  eligible  ro  enroll  with  any  health 
maintenance  organization  (as  defined  in  subsection  (b))  which  serves 
the  geographic'  area  in  which  such  individual  resides. 

(e)  An  individual  may  enroll  with  a  health  maintenance  organ- 
ization under  this  section,  and  may  terminate  such  enrollment,  as  may 
be  prescribed  by  regulations. 

if)  Any  individual  enrolled  with  a  health  maintenance  organiza- 
tion under  this  section  who  is  dissatisfied  by  reason  of  his  failure  to 
receive  without  additional  cost  to  him  any  health  service  to  which  he 
believes  he  is  entitled  shall,  if  the  amount  in  controversy  is  £100  or 
more,  he  entitled  to  a  hearing  before  the  Secretary  to  the  same  extent 
as  is  provided  in  section  20."»(.b)  and  in  any  such  hearing  the  Secretary 
shall  make  such  health  maintenance  organization  a  party  thereto.  If 
the  amount  in  controversy  is  £1.0'K)  or  more,  such  individual  or  health 
maintenance  Organization  shall  be  entitled  to  judicial  review  of  the 
Secrctarv's  filial  decision  after  such  hearing  as  is  provided  in  section 

•2ort(<r).' 

§226(a)  (g)(1)    If  the  health   maintenance  organization  provides  its 

enrol  lees  under  this  section  only  the  services  described  in  subsection 
(c),  its  premium  rate  or  other  charges  for  such  enrol  lees  shall  not 
exceed  the  actuarial  value  of  the  deductible  and  coinsurance  which 
would  otherwise  be  appliea.jle  to  such  enrol  lees  under  part  A.  and  part 
]>,  if  they  were  not  enrolled  under  this  section. 

(-2)  1  f  the  health  maintenance  organization  provides  to  its  cnrollees 
under  this  section  services  in  addition  to  those  described  in  subsection 
(c),  election  of  coverage  for  such  additional  services  shall  be  optional 
for  such  enrol  lees  and  such  organization  shall  furnish  such  cnrollees 
with  information  on  the  portion  of  its  premium  rate  or  other  -charges 
applicable  to  such  additional  services.  The  portion  applicable  to  the 
services  described  in  subsection  (c)  may  not  exceed  (i)  the  actuarial 
value  of  the  deductible  and  coinsurance  which  would  otherwise  be 
applicable  to  such  cnrollees  under  part  A  and  part  B  if  they  were  not 
enrolled  tinder  this  section  less  (ii)  the  actuarial  value  of  other  charges 
made  in  lieu  of  such  deductible  and  coinsurance. 

(h)  Tire  provisions  of  paragraph  (7)  of  subsection  (b)  shall  not 
apply  with  respect  to  any  health  maintenance  organization  for  such 
period  not  to  exceed  t  hive  y Pairs  from  the  date  such  "organization  entei-s 
into  an  agreement  with  the  Secretary  pursuant  to  subsection  (i),  as 
the  Secretary  may  permit,  but  Only  so  long  as  such  organization  dem- 
onstrates to  the  satisfaction  of  the  Secretary  by  the  submission  of  its 
plains  for  each  yeair  thai  it  is  making  continuous  efforts  and  progress 
toward  achieving  compliance  with  the  provisions  of  such  paragraph 
(7)  within  such  three-year  period. 

Subject  to. the  limitations  contained  in  subparagraphs  (A) 
and  of  paragraph  (J),  the  Secretary  is  authorized  to  enter  into 
a  contract  with  any  health  mainteimnce  organization  which  under- 
takes to  provide,  on  :m  interim  per  capita  prepayment  basis,  flip  serv- 
ices described  in  section  IS'Jj  (ami  section  IMi',  in  the  case  of  indi- 


viduals  who  a \v  entitled  to  hospital  insurance  benefits  under  part  A)  to 
individuals  enrolled  with  s>i>-!i  organization  pursuant  to  subsection 

(*>•  .  ... 

(■2)  (A)  If  t ho  health  maintenance  organization  (1)  has  a  current 

enrol! moot  of  not  less  than  i!."».*nxi  members  on  a  prepaid  capitation 
basis  and  has  been  t he  primary  source  of  health  care  of  at  least  S.000 
persons  in  each  of  the  two  years  immediately  preceding  the  contract 
year,  or  (ii)  serves  a  nonurban  geographic  area,  lias  a  current  enroll- 
ment of  not  less  than  .">.'">()  members  on  a  prepaid  capitation  basis 
and  has  been  the  primary  source  of  health  care  for  at  least  L.V'O  per- 
sons in  each  of  t i -c  three  years  immediately  preceding  the  contract 
year,  the  Secretary  may  enter  into  a  risk  sharing  contract  with  such 
organization  pursuant  to  which  any  savings,  as  determined  pursuant 
to  subjection  (a)(;>)'A),  are  sinned  between  such  organizat ion  and 
the  Medicare  Trust  Fluids  in  iha  manner  prescribed  in  such  subsec- 
tion. Foi  purposes  of  this  subparagraph,  a  health  maintenance  orga- 
nization shall  be  considered  to  serve  a  nonurban  geographic  area  if  it 
is  located  in  a  nonmetropolitan  county  (that  is.  a  county  with,  fewer 
than  .;VuXXi  inhabitants),  or  if  it  has  at  least  rno  such  county  in  its 
normal  service  area,  or  if  it  is  located  outside  of  a  metropolitan  .area 
and  its  facilities  are  within  reasonable  travel  distance  (as  denned 
by  the  Secretary)  of  fewer  than  .*>o.OOO  individuals.  Xo  health  main- 
tenance organization  which  has  entered  into  a  risk-sharing  contract 
with  the  Secretary  under  this  subparagraph  and  has  voluntarily 
terminated  such  contract  may  again  enter  into  such  a  contract. 
§226(a)  (TV)  If  the  health  maintenance  organization  docs  not  meet  the 

requirements  of  subparagraph  (  A  >.  or  if  the  Secretary  is  not  satisfied 
that  the  health,  maintenance  organization  has  the  capacity  to  bear  the 
risk  of  potential  losses  as  determined  under  clause  (ii)  of  subsection 
(a)(0)(A),  or  if  the  health  maintenance  organization  meeting  the 
requirements'of'subpa! -a graph  (  A  )  so  elects,  or  5  f  an  organization  does 
not  fully  meet  the  requirements  of  section  1^7»"»i  b)  bur  lias  demon- 
stiated  to  the  satisfaction  of  the  Secretary  that  it  is:  making  reasonable 
efforts  to  meet,  and  is  developing  the  capability  to  fully  meet,  such 
requirements,  and  that  it  fully  meets  such  basic  requirements  as  the 
Secretary  shall  prescribe  in  regulations,  the  Secretary  may.  if  he  is 
otherwise  satisfied  that  the  health  maintenance  organization  or  other 
organization  is  able  to  perform  its  contractual  obligations  effectively 
and  e/iiciently.  enter  into  a  contract  with  such  organization  pursuant  to 
which  su<-h  organization  is  reimbursed  on  the  basis  of  its  reasonable 
cost  (as  defined  in  section  lSOl(v))  in  the  manner  prescribed  in  sub- 
section (a)  (3)  (]'>). 

(3)  Such  contract  may.  at  the  option  of  such  organization,  pro- 
vide (hat  the  Secretary  (A)  will  reimburse  hospitals  and  extended 
care  facilities;  for  the  reasonable  cost  fas  determined  under  set  ion 
ISO]  (v) )  of  services  furnished  to  individuals  enrolled  with  such  orga- 
nization pursuant  to  subsection  (e).  and  (H)  will  deduct  the  amount 
of  such  reimbursement  from  payments  which  won  Id  ot.lwnvj.e.*  be  made 
to  such  organization.  If  a  health  maintenance  organization  pays  a 
hospital  or  extended  care  facility  directly,  the  amount  paid  shall  not 
exceed  the  reasonable  cost  of  the  services  (as  determined  under  sec- 
tion J  SGI  (v) )  unless  such  organization  d'-mou^t  rates  to  the  satisfaction 
of  the  Secretary  that  sw'-h  excess  payments  are  justified  on  the  basis 
of  advantages  gained  by  the  oi  uanizat  ion. 

(1)  Kach  cont  :act  nuclei- this  s-vt ion  shall  be  for  a  term  of  at  least 
otic  year,  as  determined  by  the  Secretary,  and  may  he  made  auto- 
matically renewable  from  term  to  term  in  the  al>cvnce  °f  notice  by 
I'll  her  party  of  intent  ion  to  lei  niinatr  at  the  end  of  t.he  current  term : 
except  (hat  the  Secretary  mav  terminate  auv  such  contract  at  anv 


time  (after  such  reasonable  notice  and  opportunity  for  hearing  to  the 
health  maintenance  organization  involved  as  he  may  provide  in  regula- 
tions), if  lie  finds  that  the  organization  (A)  has  failed  substantially 
to  carry  out  the  contract,  t  H)  is  carrying  out  the  contract  in  a  manner 
inconsistent  with  the  eilieicnt  and  ellective  administration  of  this 
section,  or  (C)  no  longer  substantially  meets  the  applicable  conditions 
of  subsection  lb). 

(5)  The  ellective  date  of  any  contract  executed  pursuant  to  this 
subsection  shall  be  specified  in  such  contract  pursuant  to  the 
regulations. 

(6)  Ivach  contract  under  this  section — 

(A)  shall  provide  that  the  Secretary,  or  any  person  or  organi- 
zation designated  by  him — 

(i)  shall  have  the  right  to  inspect  or  otherwise  evaluate 
the  quality,   appropriateness,  and   timeliness  of  services 
.  performed  under  such  contract :  a  nd 

§22ov.aJ  (jj)  gJuiJ)  have  the  right  to  audit  and  inspect  any  books 

and  records  of  such  health  maintenance  organization  which 
pertain  to  services  performed  and  determinations  of  amounts 
payable  under  such  contract: 
'(H)  shall  provide  that  no  reinsurance  costs  (other  than  those 
with  respect  to  out-of-area  services),  including  any  underwriting 
of  risk  relating  to  costs  in  excess  of  adjusted  average  per  capita 
cost,  as  defined  in  clause  (iii)  of  subsection  (a)(3)(A),  shall  be 
allowed  for  purposes  of  determining  payments  authorized  under 
this  section :  and 

(C)  shall  contain  such  other  terms  and  conditions  not  incon- 
sistent with  this  section  as  the  .Secretary  may  find  necessary, 
(j)  The  function  vested  in  the  Secretary  by  subsection  (i)  may 
be  performed  without  regard  to  such  provisions  of  law  or  of  other 
regulations  relating  to  the  making,  performance,  amendment,  or 
modification  of  contracts  of  the  I'nited  States  as  the  Secretary  may 
determine  to  be  inconsistent  with  the  furtherance  of  the  purposes 
of  this  title. 
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I'EX.M/JII.S 


Sec  1877.  (a)  Whoever— 

(1)  knowingly  and  willfully  makes  or  causes  to  be  made  any 
false  statement  or  representation  of  a  material  fact  in  any  appli- 
cation for  any  benefit,  or  payment  under  this  title, 

(2)  at  any  time  knowingly  and  willfully  makes  or  causes  to  be 
made  an)*  false  statement  or  represent  at  ioh  of  a  material  fact  for 
use  in  determining  rights  to  any  such  benefit  or  payment, 

(H)  having  knowledge  of  the  occurrence  of  any  event  affect- 
ing (A)  his  initial  or  continued  right  to  any  such  benefit  or  pay- 
ment, or  (J-5)  the  initial  or  continued  light  to  any  such  benefit  or 
payment  of  any  other  individual  in  whose,  behalf  lie  has  applied 
for  or  is  receiving  such  benefit  or  payment,  conceals  or  fails  to 
disclose  such  event  with  an  intent  fraudulently  to  secure  such  bene- 
fit or  payment  either  in  a  greater  amount  or  quantity  than  is  due 
or  when  no  such  benefit  or  payment  is  authorized,  or 

(I)  having  made,  application  to  receive  any  such  benefit  or 
payment  for  the,  use,  and  benefit  of  another  and  having  received  it, 
knowingly  and  willfully  converts  such  benefit  or  payment  or  any 
part  thereof  to  a  use  other  than  for  the,  use,  and  benefit  of  such 
other  person, 

shall  be  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall  be 
fined  not  more  than  $10,000  or  imprisoned  for  not  more  than  one  year, 
or  both. 

(b)  Whoever  furnishes  items  or  services  to  an  individual  for  which 
payment,  is  or  may  be  made  under  this  title  and  who  solicits,  offers,  or 
receives  any — 

(1)  '  kickback  or  bribe  in  connection  with  the  furnishing  of 
such  items  or  services  or  the  making  or  receipt  of  such  payment, 
or 

(2)  rebate  of  any  fee  or  charge  for  referring  any  such 
individual  to  another  person  for  the  furnishing  of  such  items  or 
services, 

shall  be,  guilty  of  a  misdemeanor  and  upon  conviction  thereof  shall  be 
fined  not  more  than  $10,000  or  imprisoned  for  not  more  than  one  year, 
or  both. 

(c)  Whoever  knowingly  and  willfully  makes  or  causes  to  be  made, 
or  induces  or  seeks  to  induce  the  making  of.  any  false  statement  or 
representation  of  a  material  fact  with  respect  to  the  conditions  or 
operation  of  any  institution  or  facility  in  order  that  such  institution 
or  facility  may  qualify  (either  upon  initial  certification  or  upon  reeerti- 
fication)  as  a'hospital,  skilled  nursing  facility,  or  home  health  agency 
(as  those,  terms  are  defined  in  section  18(51).  shall  be  guilty  of  a  mis- 
demeanor and  upon  conviction  thereof  shall  lie  fined  not  more  than 
$2,000  or  imprisoned  for  not  more  than  (>  months,  or  both. 


1/  Does  not  apply  to  any  acts,  statements,  or  representations  made  or 
committed  prior  to  enactment. 


So.  i 
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Sec.  1878.  (a)  Any  provider  of  services  which  lias  filed  n  required 
cost  report  within  the  time  specified  in  regulations  may  obtain  a  hear- 
ing with  respect  to  such  cost  report  by  a  Provider  Reimbursement 
Review  Board  (hereinafter  referred  to  as  the  'Board')  which  shall  be 
established  by  (lie  Secretary  in  accordance  with  subsection  (h),  if — 

(1)  such  provider — 

(A)  is  dissatisfied  with  a  final  determination  of  the  orga- 
nization serving  as  its.  fiscal  intermediary  pursuant  to  sec- 
tion 1816  as  to  the  amount  of  total  program  reimbursement 

,  %  due  the  provide)-  for  the.  items  and  services  furnished  to  iiidi- 

§2U3\a/  viduals  for  which  payment  may  be  made  under  this  title  for 

the.  period  covered  by  such  report, 

(B)  has  not  received  such  final  determination  from  such 
intermediary  on  a  timely  basis  after  filing  such,  report,  where 
such  report  complied  with  the  rules  and  regulations  of  the 
Secretary  relating  to  such  report,  or 

(C)  has  not  received  such  final  determination  on  a  timely 
basis  after  filing  a  supplementary  cost  report,  where  such 
cost  report  did  not  so  comply  and  such  supplementary  cost 
report  did  so  comply, 

(2)  the  amount  in  controversy  is  $10,000  or  more,  and 

(3)  such  provider  files  a  request  for  a  hearing  within  180 
days  after  notice  of  the  intermediary's  final  determination  under 
paragraph  (1)  (A)  or  with  respect  to  appeals  pursuant  to  para- 
graph (1)  (B)  or  ((').  within  180  days  after  notice  of  such 
determination  would  have  been  received  if  such  determination 
had  been  made  on  a  timely  basis. 

(b)  The  provisions  of  subsection  (a)  shall  apply  to  any  group  of 
providers  of  services  if  each  provider  of  services  in  such  group  would, 
upon  the  filing  of  an  appeal  (but.  without  regard  to  the  $10,000  limi- 
tation), be  entitled  to  such  a  hearing,  but  only  if  the  matters  in  con- 
troversy involve  a  common  question  of  fact  or  interpretation  of  law  or 
regulations  and  the  amount  in  controversy  is,  in  the  aggregate,  $50,000 
or  more. 

(c)  At  such  hearing,  the  provider  of  services  shall  have  the  right 
to  be.  represented  by  counsel,  to  introduce  evidence,  and  to  examine  and 
cross-examine,  witnesses.  Evidence  may  be  received  at  any  such  hearing 
even  though  inadmissable  under  rules  of  evidence  applicable  to  court 
procedure. 

(d)  A  decision  by  the  Board  shall  be  based  upon  the  record  made 
at  sue!)  hearing,  which  shall  include  the  evidence  considered  by  the 
intermediary  and  such  other  evidence,  as  may  be  obtained  or  received 
by  the  Board,  and  shall  be  supported  by  substantial  evidence  when  the 
record  is  viewed  as  a  whole.  The  Board  shall  have  the  power  to  affirm, 
modify,  or  reverse  a  final  determination  of  the  fiscal  intermediary  with 
respect  to  a  cost  report  and  to  make  any  other  revisions  on  matters 
covered  by  such  cost  report  (including  revisions  adverse  to  the  provider 
of  services)  even  though  such  matters  were,  not  considered  by  the 
intermediary  in  making  such  final  determination. 

(e)  The  Board  shall  have  full  power  and  authority  to  make  rules 
and  establish  procedures,  not  inconsistent  with  the  provisions  of  this 
title  or  regulations  of  the  Secretary,  which  are  necessary  or  appropriate 
to  cany  out  the  provisions  of  this  section.  In  the  course  of  any  hearing 
the  Board  may  administer  oaths  and  affirmations.  The  provisions  of 
subsections  (d),  (e),  and  (f)  of  section  205  with  respect  to  subpenas 


1/  Applies  to  cost  reports  of  providers  for  accounting  periods  ending  on 
or  after  June  30,  1973- 


mr  (fa 


shall  apply  to  the  Hoard  to  flu;  same  extent  as  they  apply  to  the  Secre- 
tary with  respect  to  title  1 1. 

(1')  A  decision  of  the  Board  shall  be  final  unless  the  Secretary, 
on  his  own  motion,  and  within  (50  days  alter  the  provider  of  services 
is  notified  of  the  Hoard's  decision,  reverses  or  modi  lies  (adversely  to 
such  provide]1)  the  Hoard's  decision.  In  any  case  where  such  a  reversal 
or  modification  occurs  the  provider  of  services  may  obtain  a  review  of 
such  decision  by  a  civil  action  commenced  within  (50  days  of  the  date 
he  is  notified  of  the  Secretary's  reversal  or  modification.  Such  action 
shall  be  brought  in  the  district  court  of  the  Tinted  Slates  for  the  judi- 
cial district  in  which  the  provider  is  located  or  in  the  District  Court 
for  the  District  of  Columbia  and  shall  he  tried  pursuant  to  the  appli- 
cable provisions  under  chapter  7  of  title  .">.  United  States  Code,  not- 
withstanding any  other  provisions  in  sect  ion  •_'()."). 

(g)  The  finding  of  a  fiscal  intermediary  that  no  payment  may  be 
made  under  this  title  for  any  expenses  inclined  for  items  or  services 
furnished  to  an  individual  because  such  items  or  services  are  listed  in 
section  18(1:2  shall  not  be  reviewed  by  the  Board,  or  by  any  court  pur- 
suant to  an  action  brought  under  subsection  (f  ). 

(h)  The.  Board  shall  be  composed  of  five  members  appointed  by 
the  Secretary  without,  regard  to  the  provisions  of  title  5,  United  States 
Code,  governing  appointments  in  the  competitive  services.  Two  of 
such  members  shall  be  representative  of  providers  of  services.  All  of 
the  members  of  the  Board  shall  be  persons  knowledgeable  in  the  field 
of  cost  reimbursement,  and  at  least  one  of  them  shall  be  a  certified 
public  accountant.  Members  of  the  Board  shall  be  entitled  to  receive 
compensation  at  rates  fixed  by  the  Secretary,  but  not  exceeding  the 
rate  specified  (at  the  time  the  service  involved  is  rendered  by  such 
members)  for  grade  GS-18  in  section  5332  of  title  5,  Cnitcd  States 
Code.  The  term  of  office  shall  be  three  years,  except  that  the  Secretary 
shall  appoint  the  initial  members  of  the  Board  for  shorter  terms  to 
the  extent  necessary  to  permit  staggered  terms  of  ofliee. 

(i)  The  Board  is  authorized  to  engage  such  technical  assistance  as 
may  be  required  to  carry  out  its  functions,  and  the  Secretary  shall,  in 
addition,  make  available  to  the  Board  such  secretarial,  clerical,  and 
other  assistance  as  the  Board  may  require  to  carry  out  its  functions." 


LIMITATION  ON  LIABILITY  OF  BENEFICIARY  WHERE  MEDICARE  CL\IMS 

ARE  DISALLOWED 

Sec.  1S70.  (a)  AVhcrc— 

( J )  a  determination  is  made  that,  by  reason  of  section  1802(a) 
(1)  or  (0),  payment  may  not  be  made  under  part  A  or  part  B 
of  this  title  for  any  expenses  incurred  for  items  or  services  fur- 
nished an  individual  by  a  provider  of  services  or  by  another  per- 
son pursuant  to  an  assignment  under  section  184:2 (bj  (3)  (B)  (ii), 
/  x  and 

§2l3\a/  (2)  both  such  individual  and  such  provider  of  services  or 

such  other  person,  as  the  case  may  be,  did  not  know,  and  could 
not  reasonably  have  been  expected  to  know,  that  payment  would 
not  be  made  for  such  items  or  services  under  such  part  A  or  part  B, 
then  to  the  extent  permitted  by  tl*is  title,  payment  shall,  notwithstand- 
ing such  determination,  be  made,  for  such  items  or  services  (and  for 
such  period  of  time  as  the  .Secretary  finds  will  carry  out  the  objectives 
of  this  title),  as  though  section  lM".2ta)('l)  and  section  lSG2(a)(9) 
did  no!  apply.  In  each  such  case  the  Secretary  shall  notify  lx>th  such 
individual  and  such  provider  of  services  or  such  other  person,  as  the 
case  may  be,  of  the  conditions  under  which  payment  for  such  items 
or  .services  was  made  and  in  the  case  of  comparable  situations  arising 
thereafter  with  respect  to  such  individual  or  such,  provider  or  such 
other  person,  each  shall,  by  reason  of  such  notice  (or  similar  notices 
provided  before  the  enactment  of  this  section),  be  deemed  to  have 
knowledge  that  payment  cannot  be  made  for  such  items  or  services  or 
r&tsonabh'  comparable  items  or  services. 

(b)  In  any  ca-e  in  which  the  provisions  of  paragraphs  (1)  and 
(2)  of  subset i<>n  (a)  are  met.  except  that  su«-h  provider  or  such 
other  person,  as  the  case  may  he.  knew,  or  could  be  expected  to  know, 
that  payment  for  such  services  or  items  could  not  be  made  under  such 
part  A  or  parr  B.  then  the  Secretary  shall,  ".]xm  proper  application 
Hied  within  such  time  as  may  be  prescribed  m  regulations,  indemnify 
the  individual  (  referred  to  in  such  paragraphs') .  subject  to  the  deducti- 
ble and  coinsurance  provi  ions  of  this  title,  for  any  pavments  received 
from  such  individual  by  such  provider  or  such  other  person,  as  the 
case  may  be.  for  such  items  or  services.  Any  payments  made  by  the. 
Secretary  as  indemnification  shall  be  deemed  to  have  been  made  to 
such  provider  or  such  other  person,  as  the  ca-e  may  be.  and  shall  be 
treated  as  overpayments,  recoverable  from  such  provider  or  such  other 
person,  as  the  case  may  be.  under  applicable  provisions  of  lav.-.  In 
each  such  case  the  Secretary  shall  notify  such  individual  of  the  con- 
ditions under  which  indemnification  is  made  and  in  the  case  of  com- 
parable situations  arising  thereafter  with  respect  to  such  individual, 
lie  shall,  by  reason  of  such  notice  for  similar  notices  provided  before 
the  enactment  of  this  section).  l>c  deemed  to  have  knowledge  that  pay- 
ment  cannot  be  made  for  such  items  or  services. 

(c)  No  payments  shall  be  made  under  this  title  in  any  cases  in 
which  the  provisions  of  paragraph  (1)  of  subsection  (a)  are  met. 
but  both  the  individual  to  whom  the  items  or  services  were  furnished 
and  the  provider  of  service  or  other  person,  as  the  ca-e  mav  be.  who 
furnished  the  items  or  services  knew,  or  could  reasonably  have  lnen 
expected  to  know,  that  payment  could  not  be  made  for  items  or  serv- 
ices under  part  A  or  part  B  by  reason  of  section  lsi;-2  (a)(1)  or  (a )  (0). 

(d)  lu  any  ease  aristnc  under  subsection  (b)  (but  without  regard 
lo  whether  payments  have  been  made  by  the  individual  to  the  provider 
or  other  person)  or  subsection  (c).the  provider  or  other  person  shall 
have  the  same  rights  that  an  individual  has  tinder  section  lWJ(b) 
(when  the  determination  is  under  part  A)  or  .section  1^-12(1;)  (3)  ((') 

(when  the  determination  is  under  part  B)  when  the.  amount  of  benefit 
or  payments  is  in  controversy,  except  that  such  rights  may.  under  pre- 
scribed regulations,  be  exercised  by  such  provider  or  other  person  only 
after  the  Secretary  determines  that  the  individual  will  not  exercise 
such  rights  under  such  sections. 


1/  Applies  to  claims  under  part  A  or  part  B  files  with  respect  to  items 
or  services  furnished  after  date  of  enactment. 
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